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A. Market Desgn and Operation of the Market

Al

“ Sunset”
(requirement for
RTO West Board of
Directorsto
thoroughly evauate
congestion
management
approach after three
years of operation
and decide whether
or not to continue or
modify it)

Ren Orans (BCH)
This has the ability to:
a) prevents converson of contracts
P)RTO cannot sdl along term contract beyond 3
years
Steve Walton (Enron)

A full review is sound, but the concern seems to be that
rights will be atered at the review.

Alan Davis

[No comments provided]
Wally Gibson (NWPPC)
[No comments provided]
Lon Peters (PGP)

We need clarity on (1) whether thisis an obligation or
an option, (2) the criteria that the RTO will apply inits

“tharaninhh AcAlNiAb AR? (DN Hha nrac~ce Hhat aaill kA

Ren Orans (BCH)

We should develop rules that assure that converted
contractsin years 1 through 3 have no less options than
anon-converted contract at year 3.

Steve Walton (Enron)

Characterize as afull scale review, not a sunset/dart
over. Principle of review should be like the principles
of the framework, i.e, therightsin place before the
review will survive the review, dthough new sarvice
after any new sysem may differ. If new congtruction
occursin the interim. The rights granted the builder
will aso survive the review.

Alan Davis

[No comments provided)]
Wally Gibson (NWPPC)
[no comments provided]

Lon Peters (PGP)
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followed for such evauation, and (4) the rights that
market participants will have to apped both the
evauation itsdf and any consequences of the
evauation.

D. VanCoevering (UAMPS & PNCG)
[no comments provided]
Mike Ryan (PGE)

Unlesswe bdievethat the “Day 17 congestion
management does or will satisfy dl the atributes listed
in Paragraph 7 ( which isfar from certain), then the
RTO can subgtantively redefine congestion management
injust threeyears. This means thet the Filing Utilities
contract with the RTO will provide no meaningful limits
on the changes that the RTO can implement.

Nancy Baker (PPC)

A "sunset" will discourage converson of existing
contract rights.

Linc Wolverton (ICNU)

The"sunset” introduces a chilling effect on market
activity. Buyersor sdlerswould be uncertain asto the

vidliin AfF lAanArr tAroa trancanti ane  ff thavna i A nAaca hilihg

[no comments provided]

D. VanCoevering (UAMPS & PNCG)
[no comments provided]

Mike Ryan (PGE)

Rather than a*sunset”, we need to define an “end state”
for congestion management that we can trangition to

after three years. That end state should not significantly
depart from the conceptua framework envisoned in the
March 1, 2002 TOA except. However, to the extent that
individua eements have not succeeded in achieving

that end state, these e ements could be redesigned

and/or replaced as necessary.

Nancy Baker (PPC)

The RTO will have the authority to make appropriate
mode changes asit sees necessary. It should
continually evaluate the model and consider changes,
but no time line should be imposed for retaining or
rgecting the modd.

Linc Wolverton (ICNU)
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of terms and conditions of sde being changed. This
problem gets particularly acute as the sunset date gets
nearer. Actionswhich chill possble market activity
clearly violate the intent of Order 2000.

Terry Mundorf

A sunset provison will discourage converson by PTP
holders until the sunset date is passed.

Eric Christensen (SNOPUD)

Sunset will discourage conversion by PTP holders until
sunset date has passed.

Rights of interested parties to participate in sunset
review not clearly spelled out

Patrick Maher (Avista)

Concernisthat the modd achieved by the Stakeholders
will be thrown out a the whim of the RTO Board &
threeyears.  This uncertainty will symie long term
transmission contract activity.

Phil Mesa (BPA-T)

Need to be careful not to word the “ Sunset” to mean

thArnic A ramnl A Y iman Al aihAn i Aacclive Tha

replaced with an option in three years to seek FERC
goprova of asunset under the condition that the system
is“broken.” The atributes guiding arevisting should

be retained, if FERC permission is granted to reopen the
congestion-management process.

Terry Mundorf

A sunset provison will discourage converson by PTP
holders until the sunset date is passed.

Eric Christensen (SNOPUD)

Allow PTP holders who convert to revert to PTP
contracts at sunset date if sunset review materidly
changes the congestion management model

All interested parties should have opportunity to provide
input into Board decison to modify or not modify the
congestion management model, perhaps via the
Stakeholder Advisory Board.

Patrick Maher (Avista)

It should be confirmed that the Sunset is merdy a
review of the system in place with no drastic changes
unless the system turns out to be grosdy maformed (see
Cdifornia, USA).
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bal ance between preservation of pre-exiging rights with
no cost shocks and the need to create aliquid
transmisson market should not be lost when the Sunset
ocCurs.

Kieran Connolly (BPA-P)

Sunset will create even more pressure for temporary
conversion — trying to protect againgt future loss of
contract rights. Makes balancing act between converted
and non-converted even more important.

Shelly Richardson (NRU)

Re-evauation of the congestion management mode
must continue to honor transmission rights for load
sarvice through the term of exigting contracts. “ Sunset”
should not be read to mean terminate the convergence
framework at end of three years.

Jim Toal (PacifiCorp)

No mgor problem with thisissue, except as noted
adongsde.

PAC broadly favours RTOW regularly reviewing the
operation of the CM schemeto seeif it can be
improved.

Tom Foley

Phil Mesa (BPA-T)

Memoridize the RTO's objectives as a set of principles
and have the * Sunset” provision take the form of a
comprehengve review. The RTO should have the
freedom to keep whatever components are working
well, or, if gppropriate continue the proposa. The
“Sunset” should not limit the RTO from taking
immediate corrective action as problems arise.

Kieran Connolly (BPA-P)

Conversion process must recognize both the rights of
the converter and preservation of service to the non
converted.

Shelly Richardson (NRU)

Recognition of and provison for trangmission rights
sufficient to serve load, post-re-evauation, should be
memoridized in an outline of principlesthat RTOW
Board' s re-evaduation must include. Preservation of
rightsis equaly applicable to non-converted and
converted rights, permit converted rightsto revert to
their prior contract if the “ Sunset” produces a materia
change to the congestion management modd.

Jim Toal (PacifiCorp)
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| think that the concept of a sunset obscures the
probable redlity that the modd will have to be twesked
from day one. It isunlikdy that we will getit right in
the design phase.

Tom Delaney & Phil Muller

No issue aslong as the Board istruy Independent.
However, no need to fix something that isn't broken

Ron Schellberg (1PC)

It might prevent or limit conversion of contractsto
tradable rights

RTOW should honour the terms of any long-term
contracts in force at the time of any mgor change,
whether PEK's or new one entered into in years 1-3.

Tom Foley

Define a generd process for continual review of the CM
modd. The review, based on the governance aready
agreed to would be conducted by most of the same
people in the CMCG. The continua review would give
them a chance to change the model once they saw how
it performed. My guessisthat by Year 3 everyone
would be “satisfied” with the modified modd.

Tom Delaney & Phil Muller

Default pogtion should be that approach continues
absent RTO Board decision to changeit.

Ron Schellberg (1PC)

Add principleto “ Sunset” framework that recognize and
maintain the tradable rights after the * Sunset” Period

A2. Liquidity —how
defined? What is
the toolbox?
Comparability.

Ren Orans (BCH)

Liquidity means*one can get it if he/sheiswilling to
pay the market price.”

Ren Orans (BCH)

A measurable definition (e.g., volume = 20% of tota
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Steve Walton (Enron)

Liquidity Concerns.

1) Theviability of the baancing market — there
must be enough activity that relidble prices are
produced.

2) A viable and active secondary market in FTO

Alan Davis

A market without sufficient liquidity isafaled market.
If the mechanisms that the RTO is proposing to convert
contracts do not result in arobust and liquid market,
then the RTO's proposed congestion modd will not
meet FERC' s requirements for a market-based
mechanism. Therefore whatever the working group
produces must result in a market that has sufficient
liquidity to actudly work. The compromise proposal
starts by creating a process for conversion of contracts
thet thefiling utilities believe will create sufficient
liquidity—if not then the RTO will gep in and fix the
problem. Theissues are sufficient liquidity and how is
it defined —in essence how will the RTO recognize the
problem? What tools does the RTO need to fix the
problem? and how can a voluntary converson process
where one set of market participants are currently
advantaged, by having contracts and aso owning

nonoratinn roa ilt in a2 nnn Adierriminatans nrncoce far

volumeis done among affiliates. Number of bids,
number of asks, and bid-ask spread are useful metricsto
mesasure the degree of liquidity.

Steve Walton (Enron)

Liquidity Tools
1) Allow lossesto be sdttled financidly in the
baancing market
2) Design FTOsto have value when traded
3) Prohibit exigting right holders from withdrawing
physical capacity from use
4) Define Hub-to-Hub standard FTOs

Alan Davis

1. Make sure that whatever process for conversion
isused will actudly result in rights available in
the market for purchase.

2. Ddfineliquidity in aclear way thet dl
understand so should liquid markets not result,
the Board will know

3. Givethe Board a strong set of toolsto use and
the ability to use them quickly should
insuffidient liquidity result from the initid
market design as the RTO begins operation

4. Make sure that whatever is developed can be
implemented and used in a non discriminatory
manner
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rights and use by non incumbents that currently do not
haverights, but are willing to pay for them

Wally Gibson (NWPPC)
[No comments provided]
Lon Peters (PGP)

Potential for excessve discretion for the RTO to change
the rules because of “insufficient liquidity”.

D. VanCoevering (UAMPS & PNCG)

The definition of Lack of Liquidity should not apply to
pathstha arefully utilized. If fully utilized nothing can
be done to increase Liquidity except adding capacity.
Mike Ryan (PGE)

[no comments provided]

Nancy Baker (PPC)

The use of liquidity tools should not reduce existing
contract rights, increase risks unduly or threaten
religbility standards.

Linc Wolverton (ICNU)

Wally Gibson (NWPPC)
[no comments provided]
Lon Peters (PGP)

Rely to the greatest extent possible on voluntary
exchangesto promote liquidity (see dso below on
partia converson of physicd to financid rights).
Deveop a specific but limited list of “tools’ that the
RTO is permitted to employ during the first three years
to promote liquidity.

Deveop criteriathat the RTO must meet before
employing these tools.

Ensure that the tools do not interfere with voluntary
bilaterd trades and with pre-exigting contract rights.

D. VanCoevering (UAMPS & PNCG)

Indtitute rules that prevent capacity going unused but
prevent taking exigting rights.

Mike Ryan (PGE)

I’ve been doing alot of thinking about this, and
exchanging ideas with Ren and his people. One
measure of liquidity might be whether or not dl FTOs

Mada avrallahla v tha DTN in ite anirtinne ara artiial vy
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It is not sufficient to say that liquidity is the acceptance
of al schedules. Liquidity meansusing the
transmission system to enable market access sufficient
to ensure that al users either face directly or indirectly
the cost or opportunity cost of transmisson rights.
Existing owners should not be dlowed to tie up
transmission capacity until the last possible moment
(except to honor contractsin existence). Short-,
medium and long-term transactions should be
encouraged. Nor should liquidity be achieved by
excessve incentives to free up transmisson. Current
transmission holders should be accorded their rights—
no more and no less—and react to market prices as they
emerge.

Liquidity is not having the margind user paying the
difference between the incrementa and decremental
prices on the end of the transmisson system without
actud use of that system. Power users dready have the
right to buy and sdll at either end of atransaction.
Liquidity requires use of the tranamisson system.

Terry Mundorf

Liquidity cannot be obtained by reducing or removing
rights of PEC holders.

Liquidity will beimpaired if PEC holders are not
encouraged to make capacity available to new users.

sold. I'd arguethat if FTOs are “left on the table’
because no one vaues them at or abovethe RTO's
projected inc/dec costs to produce them (which implies
that the RTO will not sdll FTOs a aloss), then thereis
liquidity. This should be an important consideration in
RTO auction design. | think the number of unused
FTOs (i.e. FTOs bought in the RTO auction but not
gpplied in actua scheduling) might dso be ameasure of
liquidity; in aliquid market, I" d expect this number to
be mdl.

Nancy Baker (PPC)

Liquidity tools must be assessed for cost and risk
shifting and the RTO must test for cost (and risk)
shifting before it uses any liquidity tools.

Linc Wolverton (ICNU)

Minimize incentives. Minimize paymentsto exising
contract holders at the expense of benefitsto dl rate
payers.

Terry Mundorf

Liquidity should be obtained, congstent with preserving
rights under PECs, by increased operating efficiency
and incentives for converson.
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Eric Christensen (SNOPUD)

Liquidity will be discouraged if PTP holders are
discouraged from resdlling unused capecity

Risks associated with RTO errorsin sdling off unused
capacity based on, for example, incorrect forecast of
ATC may subgtantidly increase uplift costs

Patrick Maher (Avista)

We have a concern that liquidity may be extremely hard
to achieve in many parts of the Northwest. The RTO
should not be wrongly incented to implement tools and
uplift costs just for the sake of liquidity.

Phil Mesa (BPA-T)

A) Liquidity — need to have a clear definition so that a
lack of liquidity would not be indicated by the
wrong things (eg. afully utilitized path with little or
no ATC, or thin trading on less sgnificant paths).

B) Toolbox — Codts of incentivesto increase liquidity
should not be placed on the “catdloged” rights-
holders that have not converted to FTOs (this would
creste a perverse financial perdty for not
converting).

PTP holders should be permitted to partidly convert
PEC rights (partid amounts and finite time periods) for
the shortest practical periods to increase liquidity.

Eric Christensen (SNOPUD)

PTP holders should be alowed to partidly convert
contracts, including converting part of capacity rights
and converting capacity for specific periods of time.
The RTO should not impair sdes of unused rights under
unconverted PTP contracts.

Costs of RTO errorsin this regard should be assigned to
those receiving capacity created by RTO through use of
toolbox, not to those taking capacity under PECs

Patrick Maher (Avista)

The tools in the tool box need to be devel oped further.
Do the tools have to be used in a particular sequence?
Rules for new congtruction codt- effectiveness need to be
defined.

Phil Mesa (BPA-T)

A) Liquidity — add criteriathat must be met in order for
there to be atrue “liquidity” problem. The criteria
should be set up so that afully utilized path with no
ATC would not mest the criteria
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Kieran Connolly (BPA-P)

A) Liquidity is't limited to TX market. For example if
there is no redigpatch or balancing energy in an area and
thelineisfully loaded you won't see TX transactions
and thereason ign't TX liquidity, it is demand
indadticity and the lack of dternatives for load service.
B) The NW uses a high percentage of non-dispatchable
resources to meet load. These often require multiple
paths or hedges to gain congestion protection because of
uncertainty and low generation factors. If those entities
are unwilling to sl that price certainty forward, thisis
not necessarily withholding, it isrisk tolerance.

C) Toolbox hasto be enticements rather than
punishment (otherwise you will inevitably punish the
innocent as well).

D) Comparability — Beyond the diversity effects and
any benefits from a disnterested RTO determining
wherethereisATC the RTO can't magicaly “ create’
new long term rights for congestion protection without
building or taking them away from someone ese, we ve
yet to make progress on the former and the latter is

unacceptable.
Shelly Richardson (NRU)

a) Definition and creetion of “liquidity” cannot reduce
or diminate exiging rights of tranamisson customers
sarving load.

B) Toolbox — Codts of incentives to increase liquidity
should be shared among those wanting to gain such
rights.

Kieran Connolly (BPA-P)

A) Liquidity must be measured holidticaly, within the
context of the effectiveness of RTO markets and the
operationa redlities of load service.

B) The RTO cannot legidate what someone' s risk
tolerance should be, it can only provide trangparency as
to the cost of that choice. The RTO can be the safety
vave for markets by ensuring that when parties that
carry multiple hedges closer to red time than the market
would like the unused portions are made available by
the RTO the market can “take advantage” of the overly
cautious.

C) Comparability — The toolbox has a proposal to dlow
the RTO to invoke planning for aliquidity market
falure, dl we haveto doislet them useit.

Shelly Richardson (NRU)

a) Memoridize principle of “preserve contract rights to
serveload” as acomponent (limitation?) of liquidity
definition and tool box.

b) Permit partia conversion (tempora or capacity) of

Nnroavicinn tranomica Nn rinhte rnmvuiarann Af rinhte fAr
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b) Liquidity should be incented, not compelled.
Jim Toal (PacifiCorp)

PAC supports measures to assure aliquid secondary
market in FTOs — whatever they are. But the tools
proposed address only the primary release of FTOs,
which we bdieve should be prescribed by limitson
RTOW acting as areasonable and prudent operator, and
not require it to exceed those bounds.

Tom Foley

You need it, if markets are to work. How you get it?
Take your best shot. Arethe 5 tools the right ones?
Don't know.

Tom Delaney & Phil Muller

Liquidity isvita to successftul RTO. Market rulesand
sructure should be designed with liquidity as primary
concern.,

Ron Schellberg (IPC)

How does the size of the pipe impact liquidity? Isthere
aliquidity issue with alarge demand on asmal Pipe?

short blocks of time (e.g., 6 month increments) provides
greater incentive to rights holder to convert.

Jim Toal (PacifiCorp)

PAC bdievesthisisaMarket Monitoring issue, that
should be managed by appropriate powers to take action
agang defaulters.

We need to define tools that allow RTOW to facilitate
(but not enforce) secondary trading, without risking
added costs/unreliability for load service. Expansion to
relieve FTO illiquidity (solidity?) just shiftsthe problem

to Planning CG.

Tom Foley

Take our best shat, give the RTO clear ingtructions that
liquidity isimportant, and work with it to make sure it
happens. We are going to have to tweek everything
post RTO operation date.

Tom Delaney & Phil Muller

RTO should work with stakeholders to maximize
liquidity. Emphasis should be on development of
effective market rules and rational structure rather than
RTO intervention/participation in markets.

Ron Schellberg (1PC)

11
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Build. It may be difficult to define hard measures that
will work for dl paths

A3. Ability of party to
engagein bilaterdl
counter-schedule &
hedging transactions

Ren Orans (BCH)

Thisis necessary for trading liquidity and price
discovery.

Steve Walton (Enron)

[no comments provided]

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

Potentia for the RTO to interfere with bilaterd trading.
D. VanCoevering (UAMPS & PNCG)

[no comments provided]

Ren Orans (BCH)

Thisis necessary for trading liquidity and price
discovery.

Steve Walton (Enron)

[no comments provided]

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

Limit the RTO'srole to verifying the counter- schedules.
Prohibit the RTO from interfering with any financid

hedging activities that are entered into voluntarily by
market participants.

12
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Mike Ryan (PGE)

[no comments provided]

Nancy Baker (PPC)

To the extent that unconverted contracts provide rights
to bilateral counter-scheduling, those may not be
restricted. Ability to hedge must be availableto dl
parties.

Linc Wolverton (ICNU)

[no comments provided]

Terry Mundorf

Bilaterd market may be inhibited if PEC rights not
tradable.

Eric Christensen (SNOPUD)

Bilatera trades of PEC capacity should not be inhibited
by the RTO

RTO should dlow netting by Scheduling Coordinators
to increase cagpacity/liquidity

D. VanCoevering (UAMPS & PNCG)

[no comments provided]

Mike Ryan (PGE)

| agree scheduling needs to have this ability, and think
thisis embodied in the SC “baanced schedule”
concepts we developed in Stage 1.

Nancy Baker (PPC)

Existing contract rights must be catalogued and
scheduling procedures must be checked to ensure that
the exercise of these rights is permitted without penalty.
Linc Wolverton (ICNU)

[no comments provided]

Terry Mundorf

Bilaterd market may be inhibited if PEC rights not
tradable.

Eric Christensen (SNOPUD)

RTO should dlow continued hilaterd trading of unused
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13




CMCG Discusson Document
November 26, 2001

Complied Input on Congestion Management “ Convergence’ Framework Input

Description of Issue

Brief Description of Concerns Relating to ThisIssue

Brief Description of Proposed Resolution to Address
Stated Concerns

Patrick Maher (Avista)

The secondary market should be atrue market that will
dretch the limits of dlowable use while staying within
operationd limits.

Phil Mesa (BPA-T)

This should be alowed, however any risk associated
with counter-schedules or other hedging mechanism not
materiaizing should be born soldly by the party.

Kieran Connolly (BPA-P)
[no comments provided]
Shelly Richardson (NRU)

Bilatera transactions (as opposed to participation in
RTO's FTO market) if permissible under contracts
should be available to any entity with transmisson
rights, whether contract is converted or not.

Jim Toal (PacifiCorp)

No problem with traders entering into energy swaps or
other hedging contracts. But we are concerned that
RTOW might get involved in long-term forward energy

rnntrante anAd |nnls tA ha aca red that ite C matrhmalrar?

measures that would inhibit trades in this secondary
market

SCs should be allowed to resell capacity created by
netting of schedules

Patrick Maher (Avista)

Rules should be set that make the RTO not have any
preferencial power over secondary markets. It should
be afar fight for transmisson and inc / dec markets.
Phil Mesa (BPA-T)

Add a provison that recognizes that a party that brings
and successfully implements its own hedging
mechanism should not be subject to congestion cogts.
Kieran Connolly (BPA-P)

RTO could support this by supporting market in forward
re-digpatch transactions (not taking positions)

Shelly Richardson (NRU)

Where existing contract permits bilaterd transactions,
alow same without requiring converson of sad
contract. Bilateral counter-scheduling and hedging

trancartinne vy third nartioe line DTN\ that roa it in
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role doesn’'t compromise its ability to buy the least cost
inc/decs to manage congestion.

Tom Foley

Yes

Tom Delaney & Phil Muller

See Attachment A

Ron Schellberg (IPC)

Should parties be alowed to buy Inc/Dec’sin

completion with RTO West?
There may be trouble with the scheduling mechanics.

diminution of existing contract holders rightsto serve
load are forbidden.

Jim Toal (PacifiCorp)

PAC believesthat bilatera counter-trades can readily be
accomplished by the traders pairing off within asngle
SC'sschedule. This avoids any problems with liability
for default, tracking of imbaances and on-the- fly
settlement, without complicating or needlesdy

extending RTOW'srolein CM.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

See Attachment A

Ron Schellberg (1PC)

Parties should be dlowed to buy Inc/Dec’s outside the
RTO, it can't be avoided.

When ascheduleis cut dueto the limit price, thereisan

implicit Inc/Dec in the sending/receiving aress. Does
there need to be an explicit mechanism for this?

15
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A4. Hub-to-hub trading?
(segmentation of
FTOs)

Ren Orans (BCH)

Thisis necessary for trading liquidity and price
discovery.

Steve Walton (Enron)

Lack of sandardization will result in amishmash of
thousand of point-to-point rights which are difficult to
trade.

Alan Davis

Thered issue here iswha is the definition of theright
that one gets under this moddl

Wally Gibson (NWPPC)

1 - Not clear that FTOs can be uniquely segmented into
pieces that are independently exercisable without losing
any smultaneous feasihility attributes attached to the
origind FTO.

2 - Not clear that hub-to-hub trading can be established
without recreating contract paths (i.e., fictiona
transactions loosely related to transaction flows).

3 - Not clear that hub-to-hub transmisson trading is
necessary for hub-to-hub pricing of power transactions
that don’t physicaly source or sink at the hub.

Ren Orans (BCH)

Segmentation of FTO can occur naturaly, if the RTO
dlowstrading of portions of a FTO that encompasses
many hubs.

Steve Walton (Enron)

Egablish an initid sat of Hubs based on bus price
averaging. In converting aload service paint-to- point
right to FTOs, issue as right from injection busto

nearest Hub, from Hub-to-Hub from standardized set,
and Hub to load zone. Load zones prices based on load
weighted average of load bus prices.

Alan Davis

Theright that isissued must be clearly defined.
Wally Gibson (NWPPC)

1 - Needsto be established.

2 - If not, see Question 3.

3 - Needs to be established.

Lon Peters (PGP)

Develop objective criteria by which pre-exising bus-to-

hi ic nhvia~al rinhte mav ha Adornmnncon intn conmaonte
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Lon Peters (PGP)

Potentia for the RTO to interfere with naturdl evolution
of trading hubs based on decentralized decision-making.

D. VanCoevering (UAMPS & PNCG)

[no comments provided]

Mike Ryan (PGE)

As Arnie demondrated recently, a hub-to-hub
transmission right can not be segmented cleanly unless
the rights are obligations rather than options.
Nancy Baker (PPC)

[no comments provided]

Linc Wolverton (ICNU)

[no comments provided]

Terry Mundorf

[no comments provided]

Eric Christensen (SNOPUD)

with tradable huh-to- hub components.
Limit the RTO'srole to verifying the feashility of the
decomposition and the resulting schedules.

D. VanCoevering (UAMPS & PNCG)

[no comments provided]

Mike Ryan (PGE)

It seems to me that the RTO will have to perform the
“segmentation”. The holder would have to submit the
hub-to- hub right to the RTO, aong with the segments
he/she wanted it broken into. The RTO then needsto
project any increased congestion cogts this will cause,
and then ask the holder to pay that cost. If the holder
agrees, the RTO issues the segmented rights; otherwise

the RTO returns the origind hub-to-hub right. Or we
can change rightsto obligations. ...

Nancy Baker (PPC)

[no comments provided]
Linc Wolverton (ICNU)
[no comments provided]

Terry Mundorf
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Modd lacks definition

Bresking transfers into hub-to-hub components and
separately resdlling components may cregte congestion
that was not associated with the origina transfer

Patrick Maher (Avista)
Segmentation of FTOs is a Pandora s box
Phil Mesa (BPA-T)

FTOs generated from pre-exigting rights thet are not
equivaent to the base “ catalogued” use of the
transmission grid creates additional congestion costs.

Kieran Connolly (BPA-P)

A) Need to work out how congestion caused by
trandation (if any) and resdua congestion (bus-to-hub
and hub-to-bus) are paid for.

B) Segmentation creates a significant opportunity for
Cod/Risk shifting

Shelly Richardson (NRU)
Current contracts permit changes in points of injection

and withdrawd ; segmenting FTOs by hub assumes hub
definitions are fixed and therefore, rights are fixed.

[no comments provided]
Eric Christensen (SNOPUD)

Further definition of hubs, perhaps based on information
from flow-based models, is necessary.

The congestion cogts created by breaking up atransfer
into hub-to-hub components must be assigned to the
parties purchasing those hub-to-hub components

Patrick Maher (Avista)

Agan, our feding isto carefully set up Hubs using the
exigting trading Hubs asagtart. Let additional Hubs
form asthe Market develops. Trying to segment
exiging contracts would be anightmare. See A6.
Phil Mesa (BPA-T)

Specify that segmentation of FTOs that were created
from “cataloged” pre-existing rights must represent an
equivaent use of the transmisson grid.

Kieran Connolly (BPA-P)

Segmentation rights would have to be determined by the

DTN Darticcwwiniild hava tna rornnini 7o that 10NN ~f
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Jim Toal (PacifiCorp)

We need to understand how FTOswill be used and
traded, before PAC can take a position on this.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller
Needs more discussion

Ron Schellberg (IPC)

Hub to Hub rights might not be ssgmentable

A to Crights, may be infeasible as segments A to B and
B to C or may result in fewer FTOs on the segmented
peths than the origind right.

Shelly Richardson (NRU)

Hubs (and the resulting FTOs) should be defined with
enough flexibility to track rights currently existing in
NT and PTP contracts (e.g., to change points of
injection and withdrawal).

Jim Toal (PacifiCorp)

PAC will work with the proponents of tradable and
fractiond FTOsto daify thisissue and examine its
implication for our topmost objective.

Tom Foley

If you go to the extreme granularity, by definition no
trading will be done, because only one person wants
delivery to a specific meter. It'sa problem with IWRs.
Hub to hub trading at least has to be alowed, with uplift
to and from the hubs.

Tom Delaney & Phil Muller

We should have no problem whether holders of FTOs

rhnnea tn lroon hiihCta_hi h riahte i indled Ar conimontond
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Were should have a concern is the conversion of
contracts and load serve obligations can choose what
they can convert. Please see B1, and B2 below.

Ron Schellberg (1 PC)

Allow RTO to Trandate HubA-HubC to HubA-HubB
and HubB-HubC products, assuming neutra impact

A5. What isthelong-
term product — tying
back to planning /
expanson —what
arerights associated
with expanson?

Ren Orans (BCH)
No long term products, few long-term bilateral dedls.
Steve Walton (Enron)

Without long term property right definition, a party
willing to build to avoid congestion must have the right
to protection from that congestion in the event that
congestion recurs as network grows.

Alan Davis

If thismodd does not create along-term right, it will be
extremdy difficult for anew generator to build in the
RTOW sarvice territory with any certainty that the
generator can get its product to market using the
transmisson system. If transmisson expanson is

N 1 thon tha iniectar in that avnandnn miict nat o

Ren Orans (BCH)

The RTO may sl long-term productsif the user is
willing to pay the incrementd cost of thelong-term
FTO. Theincrementa cost can be cost of expanson or
a comptitively procured inc/dec long-term contract.
The party paying the expansion receives the FTO of the

expangon.
Steve Walton (Enron)

Builder requests a st of Injection/Withdrawal rights
prior to congtruction, RTO West planning verifies that
the investment to made will produce the physicd
capacity to support those rights, RTO West registers
right for period (fixed number of years (20+?) or for life
of facility) and the convertsthose rightsto FTOsinan
annua/semi-annud basis,
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long-term fungible and tangible right for investing in the
system. Without this right, there would be no reason for
an investor to invest in transmisson expangon.

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

[no comments provided]

D. VanCoevering (UAMPS & PNCG)

[no comments provided]

Mike Ryan (PGE)

Tying payments for expanson back to FTOs givesthe
builder a perverse incentive to maintain or even increase
congestion so that he/she collects more from FTO sdes.

Who will finance expangon thet actudly diminates
congestion?

Nancy Baker (PPC)

At least three separate issues are presented here: 1.the

need for the RTO to offer along term transmission
nracirt wiith nrica atahilihe 2 tha nood tn avnand tha

Alan Davis

The RTO mugt create and define along-term right thet
will dlow for long-term use of the sysem with a
reasonable degree of price certainty. There must be an
auction process for these long-term rights. This same or
avery smilar long-term product must be available for
those willing to invest in system expansion.

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

New long-term rights associated with expangon should
be defined on a bus-to-bus basis, subject to the same
rules of decompasition to permit trading of hub-to-hub
segments that gpply to the segmentation of pre-exiding
rights.

D. VanCoevering (UAMPS & PNCG)

[no comments provided]

Mike Ryan (PGE)

Perhaps builders should receive fixed payments that

nrnvrida a roocnnahla A arantood rata Af rat irn nn
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system to support long-term contracts and whether the
RTO shoud have authority to do so; 3. Allocation of
cost responghility for congtruction and ownership.

Linc Wolverton (ICNU)

Permanent rights should be given to those who pay for
facility upgrades. These right probably will have to be
alocated according to flow- path andyses rather than
injection/withdrawa pairs.

Terry Mundorf

Market based congestion pricing may result in price
volatility that cannot be managed by load serving
entities.

Eric Christensen (SNOPUD)

M arket-based congestion management is likely to result
in extreme price volatility, especidly where congestion
becomes chronic

Patrick Maher (Avista)

Our concern isthat there will be apush for expanson

that is paid for by uplift. Thosethat pay for expanson
should get the rights and profits from the expansion

invesment.
Nancy Baker (PPC)

Severd possble solutions exist but further discussion is
required.

Linc Wolverton (ICNU)

Allocate permanent rights on flow- path basis and assign
“property rights’ to the segments which are upgraded.
[ See attached Spokane-Sesttle Example].

Terry Mundorf

Ability to buy long term (multi year) congestion cost
protection (by way of financia insrument or capita
addition) must be clearly established and available on
al congested paths.

Eric Chrigensen (SNOPUD)

Long-term instruments protecting rights holders from
congestion costs must be available. These can betied
to, for example, long-term commitmentsto new
physica capacity or long-term financid instruments.

Patrick Maher (Avista)
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Phil Mesa (BPA-T)

A) We need to make sure there are no inherent
disncentives for an entity to invest in transmisson
expangon.

B) We need to include details (rules and procedures) on
how new generation will be integrated into the
sysem.

Kieran Connolly (BPA-P)

Because catalog will need to be updated (at least
annudly for NT contract load forecasts and POR/POD
change requests) RTO will have to be careful about the
multi-yeer rightsit sdlsfrom “available ATC”.

Shelly Richardson (NRU)

“Convergence’ modd may produce excessive (“market-
based”) congestion clearing costs for service to loads.

Jim Toal (PacifiCorp)

PAC wishes to develop redl incentives for prospective
investors in system expansion to relieve congestion.

Not yet convinced that handing out FTOs accomplishes
this

Tom Foley

Let the market determine expansion. If no onethinksit
is codt effective to put abunch of polesin the ground,
why should the RTO do it and uplift it to everyone?

Phil Mesa (BPA-T)

A) An entity that expands the transmission capability
(increases ATC) should be issued L/T FTOsfor the
differentid between the end points of the expanson.

B) More details are needed.

Kieran Connolly (BPA-P)

With expansion the FTOs need to belong to the
“expander.” We need to work through the issues around
building and perverse incentives (can excess rights be
withheld or min. priced? How do you get freerider
beneficiaries to pay?)

Shelly Richardson (NRU)

To capture the principle of “preserve contract rights to
serve load” in planning/expangion, current contract
holders and “new entrants’ share costs of system
expansion (“peanut butter” over al schedules).

Jim Toal (PacifiCorp)

Thicwill fAallwar fram A Qama farm nf rocon 1o nrira Nn
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[no comments provided]

Tom Delaney & Phil Muller

Sponsors must receive permanent rights in return for
transmission investment, and right must reflect impact
of investment Sponsors should receive dl rights
created by thar investment.

Ron Schellberg (IPC)

[no comments provided]

FTOs auctioned following the expanson may be
required. But we reserve our position until we better
understand how this (or alevy on schedules using the
expanson) affects congestion pricing.

Tom Foley

Somehow,expangion, including aternative non-wires
solutions have to be quas-ratebased. It could be done by
sdling subscriptions to the carrying capacity made
available by the expanson, eg. A sngle entity getting
FTOs, which might be worthless after expansion is not
enough., because of the lumpy nature of transmission.
That is, there willl be more than he/she can use, but the
remainder may be worthless.

Tom Delaney & Phil Muller

| believe both answers should be yes. Yes, long-term
rights should be available under this proposd. If I build
tranamisson to get a hub-to-hub right then that’' swhat |
o, if | wanted to use a pecific facility then THAT is
what | receive. Nevertheless, this needs further
definition and discussion.

Ron Schellberg (1PC)

Investment receives a Injection/withdrawd pair right

rnna ctont with chidioe damil ar tn nan. ~canvartor]
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contracts

A6. Granularity - busto
bus? Nodes? (also
listed under C)

Ren Orans (BCH)

Should we schedule and ca culate congestion costs on a
hub or node basis?

Steve Walton (Enron)

Price accuracy and avoidance of resdual congestion
effect.

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

[no comments provided]

D. VanCoevering (UAMPS & PNCG)

Bus to bus will make transmisson rights less tradable.

Ren Orans (BCH)

The operationa model needs to see schedules at the
node level. However, tradable products need to be
amplified in the commeraa modd.

Steve Walton (Enron)

Real time dispatch program produces noda (bus by bus)
prices. Combinein to load zone prices, generation plant
prices(aggregate buses for multi unit plants) and hub
prices (to enable trading and FTO standardization such
asMid-C, COl, etc.) using load weighted averages.
Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

[no comments provided]
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Mike Ryan (PGE)

How are “hubs’ defined? What method is used to
determine which hubs are used to convert “bus-to-bus’
rightsinto “bus-to hub”, “ hub-to-hub”, and “hub-to-
bus’ rights?

Nancy Baker (PPC)

[no comments provided]

Linc Wolverton (ICNU)

Too little granularity would increase intra- hub
congestion cogts that have to be uplifted.

Terry Mundorf

[no comments provided]

Eric Christensen (SNOPUD)

Trandation of contracts with multiple PODSPORs into
larger nodes or zonesis very difficult and generdly
resultsin aloss of the flexibility enjoyed under existing

contracts

Patrick Maher (Avista)

D. VanCoevering (UAMPS & PNCG)

Larger nodes or zones will reduce complexity and
enhance tradability of transmisson rights.

Mike Ryan (PGE)

I’m not sure that “hubs’ are different from the “ zones’
wetried to define earlier. Both are loosely defined as
collections of buses amongst which thereisno
commercidly sgnificant congestion. If so, then the
hubs to use for bus-to-bus rights are the hubs that the
buses belong to.

Nancy Baker (PPC)

[no comments provided]

Linc Wolverton (ICNU)

Intra- hub congestion costs should be charged to that
hub.

Terry Mundorf
[no comments provided]

Eric Christensen (SNOPUD)
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Our concern here is that we (the CMCG) will be caught
in anever ending battle over the number of zones
(again). Everyone has an agendaand is not very

willing to budge
Phil Mesa (BPA-T)

Definition of nodes must be precise enough to assure
that catalogued rights do not go beyond the pre-exising
rights and increase congestion costs. Thismust be
weighed againg the need to smplify (by grouping
busses).

Kieran Connolly (BPA-P)

If we can aggregate some bussesit may grestly smplify
other parts of congestion and encourage liquidity (e.g.
hourly coordination gets subsumed in a group of busses,
if they are broken out the deadbands will be expanded
and rights holders will have a strong incentive to not
convert.

Shelly Richardson (NRU)

Dispersed federd resources and federd loads may not
work well with alarge number of smal nodes, or bus-
to-bus.

Jim Toal (PacifiCorp)

Exigting contracts should be catalogued directly to the
POD</PORs listed in the contract. The TO responsble
for honoring the existing contract either ensure that the
flexibility ismaintained in trandation or ese

compensate the PEC holder for the loss of flexibility

Patrick Maher (Avista)

The convergence agreement was for bus injection and
withdrawal rights. The question that remainsis How
many Hubs (and their locations) are needed to make
trading eeser? From our understanding, it took the
market awhile even in the PIM mode for them to come
up with the three mgor trading hubs that they have.
Rather than make the mistake of having “wrong” hubs
to stat RTOWest, why not leave in the mgjor trading
hubs that exist now (mid C, COB, BC>NW) and let
everything else start very granudar (busto bus). Ina
short time, trading hubs will emerge. When my parents
built a new house many years ago, they didn't putina
concrete Sdwalk for about a year after they built the
house. They explained that it's best to see where the
foot traffic naturally goes before you put down concrete.
Funny how good philosophies gpply to many different
applications.

Phil Mesa (BPA-T)
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Specifying how load will be digtributed across RTOW
busbars makes scheduling too complex (and DisCo
operations may change this disiribution anyway). No
problem with large generators. but specifiying noda
injection from smdl clugters of eg. hydro or distributed
resources could be a problem.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

Smplicity of the economic mode and standardization
of products are important. There till needsto be an
underlying assumption or model on how flows of the
system are managed.

Ron Schellberg (I PC)

Will ahighly granular resolution complicate settlement?

aggregate busses to the extent such aggregation does not
increase uplift cogts (the old intra-zona congestion).

Kieran Connolly (BPA-P)

Use coherency and other work from earlier stagesto
determine the minimum granularity. Then compare
againg the operationa congtructs (like hourly
coordination) that will need to be continued and weigh a
lesser coherency standard againgt the benefits of thet
aggregation (less band aids and barriers to conversion).

Shelly Richardson (NRU)

Larger nodes may reduce complexity, increase liquidity.
Jim Toal (PacifiCorp)

A sensble clustering of busbarsinto ‘load zones, and
acceptably-incoherent generation zones will develop
naturdly — we don't need to force theissue. And
congestion pricing, while caculated noddly, can be
averaged across zones (provided SCs pay the correct
aggregated amounts). Seeaso 7

Tom Foley

See A4
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Tom Delaney & Phil Muller

Flow Didtributions Factors that are locked down to a
reasonable level of certainly so that counter-schedules
and netting to create capacity can beredized. Our
ability to create counter-schedules and virtud capacity
should not be perpetually at risk because of amyopic-
granular grid modeing assumptions.

Also see Attachment A.
Ron Schellberg (1 PC)
Toberesolved in C. Itisappeding that pricing hubs

can be created at will by the market. No need to
predispose afixed set of zoneshubs.

A7. Baancethe books—
making congestion
management
revenue neutral

Ren Orans (BCH)

Important issue. But the RTO will not be revenue
neutra unless the redispatch cost in the PTO’ s current
TRR is peded off to fund the cost of serving the
exiging contracts.

Steve Walton (Enron)

Avoid unnecessary and excessve uplift

Ren Orans (BCH)

The sde of FTO and actud charge on grid useswho do
not hold existing contracts likely make the RTO break
even for service provided to these customers. Themain
problem is cost of serving the exigting contract holders.
Two waysto handle this: (a) ask the PTOsto pay for the
cogt snce they are recaiving revenue from the existing
contract; (b) bill the cost to dll users as atrangtiond
charge.
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Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

Potentid for the RTO to take on incremental costs (e.g.,
entering into contracts for incs and decs) that are not
balanced by FTO revenues.

D. VanCoevering (UAMPS & PNCG)

This should be one of the overriding gods. If not
accomplished the process will become ingtitutionalized
and parties that profit will prevent change.

Mike Ryan (PGE)

The question iswho will bear the cost (or receive the
benefit) in order to baance the congestion management

books?

Nancy Baker (PPC)

N nrafit dhniild ha mada hi it aveoce ravioni 1o fran ha

Steve Walton (Enron)

The congestion charges are refunded as congestion rents
through FTOs with credits up to the cost of congestion.
Make explicit chargesfor dl congestion — everyone
should see the cost of congestion even if rights credit
chargesaway. Use over collectionsin some monthsto
cover months with under collections (with margina
prices tendency will be over collection—need to test for
this network thought). Auction revenues provide
second source of capital for month to month swing
cushion. Some pooling of risk is necessary and
acceptable to enable practical modd.

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

Potentid for the RTO to take on incremental codts (e.g.,
entering into contracts for incs and decs) that are not

balanced by FTO revenues.

D. VanCoevering (UAMPS & PNCG)
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used to reduce the costs of constructing project to
relieve congestion.

Linc Wolverton (ICNU)

Codts should follow benefits. The RTO should
minimize reiance on adminigrative dlocations.

Terry Mundorf

Revenue neutrdity does not ensure that there will not be
cog shiftsamong users, or that al partieswill pay afair
share of system costs.

Eric Christensen (SNOPUD)

Revenue neutrdity does not ensure that there will not be
cog shiftsamong users, or that al partieswill pay afair
share of system codts.

Patrick Maher (Avista)

No specific concerns.

Phil Mesa (BPA-T)

“Revenue neutrdity” must not create perverse

incentives to maintain (not correct) congestion if those
revenues benefit PTOs or their Merchant function.

Make congestion management revenue neutral.
Mike Ryan (PGE)

| think the answer is that those who purchase FTOs
through the RTO auction should share the excess cost or
revenue prorated on their share of total FTO-hours sold.
Not as clear to me for FTOs from existing contracts

Nancy Baker (PPC)

Additional revenues can be used in a congtruction acct.
used to finance new projectsto relieve congestion.

Linc Wolverton (ICNU)

The market should dictate the vast mgjority of inter-hub
expansons, particularly those that affect differentidsin
prices between hubs.

Terry Mundorf

Congestion management costs incurred by the RTO to
increase liquidity should be borne by those who seek to
benefit from the increased liquidity, and not by holders
of PECs.

Eric Christensen (SNOPUD)
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Kieran Connolly (BPA-P)

PTO process to identify facilities and other measures to
maintain ATC must show how they are meeting
obligations for the initid set of contracts.

Shelly Richardson (NRU)

Revenue neutrdity does not account for cogt shifts
among users, or ensure equitable payment for like-kind
USe among users.

Jim Toal (PacifiCorp)

RTOW must be a norntloss-making entity - so long as
PAC is expected to pay a %age of its cods.

PAC is concerned that FTOs, hubs and scheduling
protocol may limit RTOW’ s ability to clear itsCM
Costs.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

No real concern

Congestion management costs incurred by the RTO to
increase liquidity should be borne by those who seek to
benefit from the increased liquidity, and not by holders
of PECs.

Patrick Maher (Avista)
[no comments provided]
Phil Mesa (BPA-T)

Need to put in mechanism that removes perverse
incentives (possibly by minimizing benefitsto PTOs or
their merchant and by diverting some of the revenuesto
fix chronic congestion problems).

Kieran Connolly (BPA-P)

A) Examine RTO involvement in Forward Inc/Dec
meatching.

B) Need to further devel op the process whereby the
PTOs show they are meeting the TOA ATC
commitment.

C) Current use of curtailment must be incorporated into
cataloging and the conversion process — if we make
tranamisson more firm then it istoday there will bea
mismatch for the RTO.

D) Need to figure out ligbilities for loop flow effects.
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Ron Schellberg (IPC)

No cost transfer from one set of participants to another
Set.

Shelly Richardson (NRU)

“Preserve contract rights to serve load” in arevenue
neutral world means existing contracts do not bear
increased codts to create liquidity (those that will useit,
pay); and wheeling customers pay proportionate share
of assets embedded costs (company rate).

Jim Toal (PacifiCorp)

The CM charging scheme must be designed so that
RTOW &t least coversits cost in buying inc/decs, etc.
Any resdud charges (which may be socidised across
PTOs) must be minimised, or at least targeted to an
annud st figure. See dso RTOW incentives & pricing.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

Except, that we expect this RTO to take on reasonable
and manageable risk. It would be improper for an RTO,
even anon-for-profit RTO, to be so risk adverse that
TTC and markets are hampered.

Ron Schellberg (1PC)
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These needs to be assessed in C.

A8. Auction process &
interva

Ren Orans (BCH)

Very important. Suppose the auction only occurs
infrequently and the secondary market isthin, agrid
user may have ahard time buying FTO for short-term
trading.

Seve Walton (Enron)

[no comments provided]

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

Reiance on sngle-part auctions.

Insufficient attention to market power.

No digtinction between appropriate Stuations for pay-
as-bid and pay- market-dearing.

Ren Orans (BCH)

The RTO holds long-term FTO auction quarterly and
short-term FTO auction as frequently as dally.

Steve Walton (Enron)

Annud, semi-annud, monthly and daily

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

Require the RTO to implement ICAP bidding and other
forms of multi- part auctions.

Evauate obligation for Scheduling Coordinators to

make capacity available.
Require the RTO to evduate dl auction typeson a

rantin inA haci e AnA mMalzA adinnickmante wanth
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D. VanCoevering (UAMPS & PNCG)

Concern that existing rights may be forced into the
auction.

Mike Ryan (PGE)

The RTO should structure the auction process and set
the auction intervalsin away that best servesthe end
users of the transmission rights (i.e. those SC'swho
actualy bring them back to the RTO as part of a
“balanced schedul€”’). Need to discourage speculation
and market power.

Nancy Baker (PPC)

Long-term product needed (addressed above). PECs
should not be exposed to increased costs so that
“excess’ capacity can be sold out from under thelr
contracts.

Linc Wolverton (ICNU)

Long-term auction rights—up to 10 years-- should be
made available when there is a reasonable, but not
100%, expectation that ATC is available for that time

Terry Mundorf

appropriate notice, to auction mechanismsto correct
problems.

D. VanCoevering (UAMPS & PNCG)

Rules should not require exigting rights be in the
auction.

Mike Ryan (PGE)

The RTO should dlow SCsto enter limit-price bids for
FTOs on the path (and bids for inc/decs that unload the
path). Besdes actua inc/dec bids, the RTO might dso
decide to enter inc/dec estimates of what it expectsto
pay using shorter-term inc/decs). The FTO bids (in
descending limit price order) form a stepwise demand
curve, while the inc/dec bids (in ascending bid price
order) form a stepwise supply curve. Theintersection
of these two should be the price a which the margind
vaue of the next FTO isequd to the inc/dec cost to
produce it

At some point in time, the RTO pogts the current
auction information (i.e. the bids, which bids are "in the
money" for how much and at what price) for dl to see.
SCswould then have a"window" of time to
add/delete/modify their bids. Hopefully the RTO can
continuoudly recalculate and repost the current auction

information. At the end of the "window", the auction
roa ilte hornma find  CTMNe ara ica o tn thawinnina
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Auction should be conducted frequently to encourage
participation, and should be done via bulletin board to
ensure trangparency.

Eric Christensen (SNOPUD)
Don't recreate the Cal-PX
Patrick Maher (Avista)

No direct concerns. Obvioudy need to work out the
details.

Phil Mesa (BPA-T)

A) The auction process needs to make sure that those
who vaue transmission the most are awarded the
FTOs and that the market initidly is set up to trade
standardized s/t products.

B) Timing of auction needsto fit with the timing of
updates of cataloged transmission rights (such as
updated PORS).

C) Specifics on the auction process are needed before
other issues can be identified (need more details)

Kieran Connolly (BPA-P)

[no comments provided]

bidders (and bills are sent). I'malittle hazier on what to
do with the inc/dec bidders, maybe the RTO pays them
a'retainer" that's some percent of thar future

congestion payment, which they get to keep in the event
that the RTO doesn't actudly need to call on them (and
the RTO pays them a prorated amount of the balance as
they are called on).

For an auction of monthly rights, maybe the RTO
begins taking bids two monthsin advance, podts the first
auction information on the first Monday of the prior
month, and closes the auction at COB on the following
Friday. | so wonder if the RTO couldn't provide a
"buy it now" price (thet is some premium over where
the RTO expects the auction to end) before the first
auction posting ismeade. | think the RTO could use this
same kind of auction for Sx month, monthly, weekly,
and day-ahead FTOs

| have a spreadsheet.
Nancy Baker (PPC)

[no comments provided]
Linc Wolverton (ICNU)

Long-term options for priority to interruptible
transmission should be made available for capacitv hed

36




CMCG Discusson Document
November 26, 2001

Complied Input on Congestion Management “ Convergence’ Framework Input

Description of Issue

Brief Description of Concerns Relating to ThisIssue

Brief Description of Proposed Resolution to Address
Stated Concerns

Shelly Richardson (NRU)

Transmission rights may be forced into auction. Non
auctioned transmission rights (springing from norx
converted contracts) are not comparably vaued with
rights soringing from converted contracts.

Jim Toal (PacifiCorp)

Minor quibble: reference in the Convergence Modd
document to RTOW continudly assessng ATC to be
auctioned ismideading: periodicaly would be clearer.
Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

No red issue a thistime

Ron Schellberg (I PC)

Depend on the product

for resarves and for the difference between n and n-1
contingencies.

Terry Mundorf

Long term FTO auction should be conducted quarterly
a aminimum, and monthly if feesble. More frequent
auctions will encourage participation.

Eric Christensen (SNOPUD)

The Transmission Exchange should not be a mandatory
market and should not artificialy congtrain markets for
FTOs by limiting secondary markets, congtraining long-
term markets, etc.

Patrick Maher (Avista)
[no comments provided]
Phil Mesa (BPA-T)

A) Market results (bid and ask prices) should be posted
to provide transparency.

B) The process and timing of updates to cataloged right
should be determined before defining the auction
process.

C) More details are needed.
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Kieran Connolly (BPA-P)

[no comments provided]

Shelly Richardson (NRU)

Trangmission rights may participate in auction
permissively, are not forced into auction. Nor
auctioned tranamisson rights (springing from non-
converted contracts) are comparably vaued with rights
springing from converted contracts.

Jim Toal (PacifiCorp)

As often astraders wish and is sensible.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

All FTOs should be subject to auction and price
discovery. The RTO should have an affirmative
obligation to create FTOs wherever possible
Ron Schellberg (1PC)

[no comments provided]
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A9. Structure of re-
dispatch market

Ren Orans (BCH)

Should transparent and rdaively smple to implement.
Also, thismust be tied to the AS market. For instance,
if AS are cheap, the RTO should just use AS to resolve
congestion.

Steve Walton (Enron)

How is the day-ahead activity to be done? Isthe RTO
taking risk to offer ex-ante prices prior to scheduling?
Can this be continuous process? |s a day-ahead market
the best way to solve the problem?

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

[no comments provided]

D. VanCoevering (UAMPS & PNCG)

Ren Orans (BCH)

The RTO' s congestion charge should be the minimum
of () inc/dec bids solicited, (b) the AS cost to resolve
congestion.

Steve Walton (Enron)

In day-ahead????

In redl-time baancing, losses, redispatch, etc. should be
smultaneous markets.

Alan Davis

[no comments provided]
Wally Gibson (NWPPC)
[no comments provided]
Lon Peters (PGP)

[no comments provided]

D. VanCoevering (UAMPS & PNCG)
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[no comments provided]
Mike Ryan (PGE)

[no comments provided]
Nancy Baker (PPC)

Discussion of thisissue requires afull understanding

and discussion of the re-digpatch obligations to support
exiding contract rights. How will the RTO ded with
exising re-dispatch obligations? Iseach PTO required
to provide re-dispatch to support its existing contract
obligations or isit required to re-digpatch to support the
whole system to the extent that it now does s0? Tothe
extent that the re-digpatch obligation is the latter, how
will compensation by made by the parties that benefit?
How will the RTO handle conflicts between re-digpatch
orders and non-power constraints?

Linc Wolverton (ICNU)
[no comments provided]
Terry Mundorf

Predominance of hydro makes re-dispatch market

Aiffirilt tn atriirhiira \/nli ntans nah ro cobe 1N

[no comments provided]

Mike Ryan (PGE)

[no comments provided]

Nancy Baker (PPC)

Pre-exiging re-digpatch obligations should be

catalogued. Cogt-shifts between PTOs should be
addressed.

Linc Wolverton (ICNU)
[no comments provided]
Terry Mundorf

Dueto the prevadence of hydro generation, and fish
obligations associated with it, re-dispatch must be
voluntary. However, thisrunsrisk of folks withholding
resources until rea timeto drive up prices. Solution
may be to limit participation in red time re-dispatch
market to leve of participation in preschedule re-
dispatch market.

Eric Christensen (SNOPUD)

Dorionatrh ctri inti ra mi it rarnnini 7a ranctrainte nf
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“Cdifornid’ problem.

Eric Christensen (SNOPUD)

Congraints on hydro-based sysem make it difficult to
structure a redispatch market; voluntary nature of
participation in redigpatch alows generators to
withhold, artificialy driving up price of redigpatch
Patrick Maher (Avista)

No specific concerns.

Phil Mesa (BPA-T)

The RTO will need to have ared-time, day-ahead, as
well as forward-looking redispatch market.

Kieran Connolly (BPA-P)
[no comments provided]
Shelly Richardson (NRU)

Re-digpatch should occur on same priority basis as
under contracts to serve loads.

Jim Toal (PacifiCorp)

hydro caused by non-power concerns. Mechanisms
must be included to prevent generators from
withholding to create artificid “pockets’ or to drive up
price. Market-based approach should be used only
where sufficient generator dternatives are available to
ensure functiona market and no market power abuse.
One solution may beto limit participation in red time
re-dispatch market to leve of participation in
preschedule re-dispatch market.

Patrick Maher (Avista)

[no comments provided]

Phil Mesa (BPA-T)

The re-dispatch market must provide for red-time, day-
ahead, aswell asforward transactions that are voluntary
and not cost-based.

Kieran Connolly (BPA-P)

A) Need to figure out rdaionship/timing of redispatch
associated with pre-existing contracts and redispatch for
RTO markets.

B) Market clearing versus Pay as Bid structures

Shelly Richardson (NRU)
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If thisiswrong it could upscrew 7.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

| don't fully understand the concern here.

Ron Schellberg (IPC)

How is redispatch stack processed?

Can aparty hold “congestion” power across a Path?

Must be consstent with AYIOS Market
What about L oopflow?

Preserve rights to serve loads; redispatch should be
voluntary.

Jim Toal (PacifiCorp)

We must carefully design the protocols for accepting
and confirming schedules, for placing and contracting
for inc/dec options, and the method of cost recovery.
Inc/dec bids should be voluntary, market-based and
RTOW must have adequate scope to minimise cost of
re-dispatch.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

[no comments provided]

Ron Schellberg (1PC)

Two pass assessment, First for LSO/FTO obligations
then for remaining transactions

Al10. A/IS& 10S;
baancing energy
(also listed under C)

Ren Orans (BCH)

See above

Ren Orans (BCH)

See above
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Steve Walton (Enron)

A common source bal ancing/redispaich market to avoid
intracmodel arbitrage.

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

[no comments provided]

D. VanCoevering (UAMPS & PNCG)

[no comments provided]

Mike Ryan (PGE)

These issues are much more complex than tranrsmission
\;arwrtarl:gements for energy, which we are till wrestling

Nancy Baker (PPC)

Steve Walton (Enron)

Simultaneous acquisition of al energy products needed
by RTO from bidders.

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

[no comments provided]

D. VanCoevering (UAMPS & PNCG)
[no comments provided]

Mike Ryan (PGE)

Drop these issues until later!

Nancy Baker (PPC)

CAf_a innh/ Mmi it rantiniia tn ha an Aantinn far nanr and
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The market design must not inhibit or prevent self-
supply and bilateral arrangements for provison of self-

upply.
Linc Wolverton (ICNU)

Transmission needs for A/S and 1OS need to be defined
oon.

Terry Mundorf

Shift to RTO may inhibit salf-provison of these
sarvices, thereby reducing available supply.

Eric Christensen (SNOPUD)

Shift to RTO may inhibit salf-provision of these
sarvices, thereby reducing market competition and
available supply.

Patrick Maher (Avista)

No specific concerns.

Phil Mesa (BPA-T)

Ditto

exiding contract rights.
Linc Wolverton (ICNU)

A/S and |0S should pay the total cogts of transmission
reserved for their use.

Terry Mundorf

The s=f provision of these services should be permitted
under both converted and unconverted contracts.

Eric Christensen (SNOPUD)

Sdf-provision of these services should be permitted
under both converted and unconverted contracts.

Patrick Maher (Avista)
[no comments provided]
Phil Mesa (BPA-T)

Ditto

Kieran Connolly (BPA-P)

A) Need to balance RTO desire to subgtitute products

for lmnor nrirce with a nnliar dhilihg ta limit hoaae




CMCG Discusson Document
November 26, 2001

Complied Input on Congestion Management “ Convergence’ Framework Input

Description of Issue

Brief Description of Concerns Relating to ThisIssue

Brief Description of Proposed Resolution to Address
Stated Concerns

Kieran Connolly (BPA-P)

A) 10S providers need to know what they are sdling. If
the RTO smply moves products around it may shut out
suppliers (e.g. if operating reserves are called upon
consgently for an Inc or baancing energy then energy
congtrained hydro will opt out of amarket they are
otherwise well suited for)

B) Concerned that afinancid modd damages the ability
to have broad A/S markets, can't use an Inc/Dec
necessarily to move Operating Reserves.

C) Concerned the RTO may create “massive AGC”
demand (another lesson from the CAISO)

Shelly Richardson (NRU)
[no comments provided]

Jim Toal (PacifiCorp)

[no comments provided]

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

See Attachment B

generation is used.

B) Need to ensure that capacity use of the transmission
system is on parity with energy use of the transmission
sysem.

C) Need incentives for the RTO to keep aggregate A/S
demand close to the cumulative demands of the Filing
Utilities prior to RTO.

Shelly Richardson (NRU)

[no comments provided]

Jim Toal (PacifiCorp)

[no comments provided]

Tom Foley

Need to effectuate a viable, active demand-side
ancillary services market to reduce the likelihood of
market power being exercised.

Tom Delaney & Phil Muller

See Attachment B

Ron Schellberg (1PC)

[no comments provided]
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Ron Schellberg (IPC)

[no comments provided]

All. Seams

Ren Orans (BCH)
[no comments provided]

Steve Walton (Enron)

Stll may need physicd right definition & the
boundaries.

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

Uncoordinated use of incs/decs across a seam and
redigpatch offers from insde another RTO can lead to
unintended congestion and potentia security problems.
Lon Peters (PGP)

[no comments provided]

Ren Orans (BCH)

[no comments provided]

Steve Walton (Enron)

[no comments provided]

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

1 - Same westwide network representation for major
paths, so effects of redispatch visbleto al RTOs
(CAISO and RTO West use redispatch, WestConnect
intends to have bilatera redispatch market available)
2 - Coordination mechanism (not sure what) between

RTOs to ensure most efficient use of redigpatch bids

3 - Assgnment of responghility for management of
cross-seam redispatch bids and actions
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D. VanCoevering (UAMPS)

Lack of export charge disadvantages RTO West in
Seams discussions and shifts costs to Load Service.

D. VanCoevering (PNCG)

Lack of export charge disadvantages RTO West in
Seams discussions and shifts costs to Load Service.

Mike Ryan (PGE)

[no comments provided]

Nancy Baker (PPC)

Cost shift problems must be addressed.
Linc Wolverton (ICNU)

[no comments provided]

Terry Mundorf

[no comments provided]

Eric Christensen (SNOPUD)

Entitioc mmuina nmiiaor arrnee DTN A/ oot mans oorana

Lon Peters (PGP)

[no comments provided]

D. VanCoevering (UAMPS)
Implement a method that avoids cogt shift.
D. VanCoevering (PNCG)
Implement a volumetric export charge.
Mike Ryan (PGE)

[no comments provided]

Nancy Baker (PPC)

Export fees are necessary.

Linc Wolverton (ICNU)

Seams resolution should be deferred until the
benefits/costs study is completed.

Terry Mundorf

[no comments provided]
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respongbility for system costs, especidly if they use
uncongested paths.

Patrick Maher (Avista)

No specific concerns.

Phil Mesa (BPA-T)

[no comments provided]

Kieran Connolly (BPA-P)

[no comments provided]

Shelly Richardson (NRU)

Congestion model may not be compatible with
adjoining RTOs and may cause cogt shifts (inter- or
inraRTO).

Jim Toal (PacifiCorp)

Vitd that we develop our position vis-avis W/Connect
and CalSO. Danger that they (or WMIC) are deciding
how RTOW'’ s interface with them shdl operate.

Tom Foley

Eric Christensen (SNOPUD)

Mechanism must be included to ensure that exports pay
afar share of RTO West system costs.

Patrick Maher (Avista)

[no comments provided]

Phil Mesa (BPA-T)

[no comments provided]

Kieran Connolly (BPA-P)

[no comments provided]

Shelly Richardson (NRU)

Resolve congestion modd seams and pricing seams a
sametime; cogt shifts are not permitted, inter- or intra-
RTO.

Jim Toal (PacifiCorp)

No ready solutions: this needs work, urgently

Tom Foley
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[no comments provided]

Tom Delaney & Phil Muller
Always a concern, but not ripe a thistime.
Ron Schellberg (I PC)

[no comments provided]

[no comments provided]
Tom Delaney & Phil Muller
[no comments provided]
Ron Schellberg (1PC)

[no comments provided]

B. Dfinition of Rights (Catdoging and Conversion)

B1l. Canapersonwith
pre-exiding rights
usethemto
withdraw physica
capacity from the
sysem?

Ren Orans (BCH)

No and to prevent thiswe prefer “modd 2" wheredl
exiging rights are suspended and some people receive
“userights’ and others tradeable FTOs.

Steve Walton (Enron)

Financid rights modd will generate “ phantom
congestion” if parties can artificidly congrain system
creating a price spread in the digpatch program when no
physica condraint isbinding.

Alan Davis

[no comments provided]

Ren Orans (BCH)

[no comments provided]

Steve Walton (Enron)

All capacity is used for operations, whether pooled,
FTOs or unconverted old contracts. Parties keep the
right to schedule on old rights, but not the ability to stop
others from scheduling.

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

49




CMCG Discusson Document
November 26, 2001

Complied Input on Congestion Management “ Convergence’ Framework Input

Description of Issue

Brief Description of Concerns Relating to ThisIssue

Brief Description of Proposed Resolution to Address
Stated Concerns

Wally Gibson (NWPPC)
Don't see how this could happen; implies ahility to
preclude redispatch actions of those without pre-existing
rights
Lon Peters (PGP)
This needs to be defined more precisdly.
D. VanCoevering (UAMPS & PNCG)
Only at the time capacity is being used.
Mike Ryan (PGE)
[no comments provided]
Nancy Baker (PPC)
[no comments provided]
Linc Wolverton (ICNU)

[no comments provided]

Terry Mundorf

[no comments provided]
Lon Peters (PGP)

It should be acceptable for pre-existing rights to be used
in whatever manner the contract holder seesfit, subject
probably to anti-hoarding rules (which by the way apply
today).

D. VanCoevering (UAMPS & PNCG)

Ingtitute rules that prevent capacity going unused but
prevent taking exigting rights to provide new
transmisson savice.

Mike Ryan (PGE)

No. | assume that the RTO would implicitly seethis
physica capacity as “unused”, and it would get factored
into its measure of how much additiona capacity can be
sold (in exchange for some projected congestion costs)
inthe RTO auction.

Nancy Baker (PPC)

PEC rights must not be reduced under the guise of
reducing hording. The RTO should address problems of

AArani A L inAAr ecrhAAl i Al Al Antih o v Antih i hacie
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[no comments provided]
Eric Christensen (SNOPUD)

Pre-exigting rights should dlow PEC holdersto usethe
system, not hoard.

Patrick Maher (Avista)
No specific concerns.

Phil Mesa (BPA-T)

The answer must be NO.
Kieran Connolly (BPA-P)

No, because the RTO can always use open capacity to
fill the “accept dl schedules’

Shelly Richardson (NRU)
Y es, but liquidity should be encouraged.
Jim Toal (PacifiCorp)

PAC seesno mgjor issue.
In the Convergence Modd, PEK rights are honoured by

DTM\ A/ nracs mmAahhvy lwr eHiiina aciAA a i nl At ~cAnAni by

If the party were thought to be gaming the system, the
MMU would be involved.

Linc Wolverton (ICNU)

All capacity should ultimately be available for sdle,
Terry Mundorf

PEC rights should be aright to use, not aright to hoard.
If aright isnot used, it should be available to be used by
others, subject to the holder’s PEC rights. Avallability

should be made in amanner congstent with rights under
PECs.

Eric Christensen (SNOPUD)

Market monitoring unit should review use of ATC on
congested paths. If “phantom congestion” is chronic,
that is, ATC is not used despite demand for it, RTO
should step in to resdll unused capacity and distribute
proceeds in a manner that honors obligations under
PECs.

Patrick Maher (Avista)

[no comments provided]

Phil Mesa (BPA-T)
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to net PEK schedules. We do not regard this as actively
‘withdrawing' capacity.

Converted PEKs become FTOs — which (tho' this needs
clarification) are essentidly financid. How can holding

an FTO be equated with withdrawing capacity?

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

NO, cregting aregime where capacity is hoarded is
contrary to FERC 2000 goals and objectives.

Ron Schellberg (I PC)

[no comments provided]

Thisshould bea*useit or looseit” congtruct.

Kieran Connolly (BPA-P)

[no comments provided]

Shelly Richardson (NRU)

Exiging contracts provide manner in which rights may
be exercised. Generdly rules should prevent rights
from being wasted but should not reduce or extinguish
exiging rightsin order to “creste liquidity”.

Jim Toal (PacifiCorp)

PAC will work to better define Catalogued TRs and
FTOs. We obvioudy don’t understand the problem —
but will collaborate to find solutions to issues with redl
materia impact.

Tom Foley

NO

Tom Delaney & Phil Muller

As noted below, the Utility proposal excludes exigting

rantrante fram tha tvrrme Af thn WA TT Thic AavalicAan
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includes removing the capacity of those contracts from
the calculation of TTC, ATC, and even OTC, thus
reducing the available Transmisson Rights by the
capacity of existing contracts. These existing contracts
should be placed under the OATT, including the
congestion management proposal.

Ron Schellberg (1 PC)

Modd will not dlow user to hoard? RTO will sdll
unused capacity.

B2. Incentivesto convert

Ren Orans (BCH)

Need to have very strong incentives to convert and no
disncentives like 3 year jump ball.

Steve Walton (Enron)

Lack of conversonswill limit liquidity in FTO trading.
Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Ren Orans (BCH)

The RTO may give 100+ FTO to the holder of a 100
MW network contract. Also, the holder may have some
flexibility in choosing which peth that the FTO should
apply. Of course, this can lead to awindfal gain to the
exiging contract holder. But the gain istheincentive to
convert!

Steve Walton (Enron)

1) Converted rights will have same protection as
unconverted rights at 3-yr Review.

2) Converted rights become tradable, while pooled
rightsare not. (Are holders of pooled rights

AllAartA 1ien i nrleAll trancanti Aane tA hiAA recAl A
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Lon Peters (PGP)

Incentivesin generd should be examined, not just
incentives to convert. Also, the entire process of
conversion needs more precise description.

Potential for RTO to impose sanctions or pendties on
parties that do not convert to RTO service.

D. VanCoevering (UAMPS & PNCG)

Current rights holders may be forced to subsidize
transmission service for new entrants.

Mike Ryan (PGE)

Facing a“sunset” in three years, these incentives will
have to be compelling. Unless the contract owner can be
assured that at least equa value/protection will be
derived from the conversion, it would be foolish to
convert contract rights. Those who convert contract
rights in good faith at the beginning of the process

should have the assurance that their rights will ill

retain commensurate vaue, regardiess of changesin
RTO structure or e ements,

Nancy Baker (PPC)

of pooled rights? |s this acceptable or not?)
3) Rights currently limited to load profile,
convertible to peak seasond quantities.
4) Have separate on and off peak periods.

Alan Davis

[no comments provided]
Wally Gibson (NWPPC)
[no comments provided]
Lon Peters (PGP)

Severd types of incentives should be identified and the
overd| framework should be evauated in terms of those
incentives, induding: (1) making decisonswel ahead
of red-time, versuswaiting until the lagt minute; (2)
bilaterd commitments (including expanson), versus
relying on the RTO to solve dl problems; (3) colluding
versus competing; (4) converting to RTO tariff versus
not; (5) converting to financid rights from physica
rights, (6) becomingaPTO; and (7) relying on
decentralized dispatch versus centralized control of
energy markets by the RTO.

Prohibition on pendties for non-converting parties,
including operating rules for “idand” control aress.
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Incentive must not creste cogt- shifts.
Linc Wolverton (ICNU)
Conversion incentives may subsidize exising

transmisson owners a the expense of current rate
payers.

Terry Mundorf

Rights under conversion should be sufficiently attractive
to get folks to convert without coercion.

Eric Christensen (SNOPUD)
“Incentives’ should not be confused with coercion.

“Incentives’ should not include measures that are
counter-productive to creating liquidity

Patrick Maher (Avista)

Our concern is that there might be to much of apush to
have everyone convert (to appease FERC).

Phil Mesa (BPA-T)

Codts of incentives to increase liquidity should not be
Nl arod NN tha “ ~atal oA rinhte hnlAdare that hava nnt

D. VanCoevering (UAMPS & PNCG)

Incentives should not be charged to current rights
holders.

Mike Ryan (PGE)

It needs to be clarified what happens to converted rights
at theend of three years. Should RTO changesin
Sructure due to the “sunset” clause dter the value of
converted FTOs so that they are significantly less than
their origina value at the time of converson, parties
should be compensated. (However, this protection
should not extend to market effects but only to
gructurd changesin the RTO due to the * sunset”
clause)

Nancy Baker (PPC)

[no comments provided]

Linc Wolverton (ICNU)

The benefits of accessto awider system may be
sufficient incentive.

Recognize that the system will work, today, if no one

converts, and the RTO will have capacity to sdl on an
expected-vaue basis.
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converted to FTOs (thiswould create a perverse
financid pendty for not converting).

Kieran Connolly (BPA-P)

Incentives can't have “bonuses’ that aren't created by
the conversion, otherwise you have to 1) pay for those
bonuses by pendizing the non-converted or 2) you have
created an unfunded positionfor the RTO.

Shelly Richardson (NRU)

To whom are incentives offered (converters of NT and
PTP? Non-888 contracts?)?; and who pays (if anyone).

Jim Toal (PacifiCorp)

To the extent that FTOs are a‘ get out of jail free card,
PAC sees a drong incentive not to be last to convert. |If
correct, this must be resolved as it contravenesthe
principle of optiona converson.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

Thal ltilihs nrnnneal ic af AdAde with Arractina a rohi it

Terry Mundorf

The ability to sell FTOs and to access the OASIS should
be sufficient incentive to convert, so long as ability to
return to PEC at congestion management sunset is
assured.

Eric Christensen (SNOPUD)

Ability to trade FTOs should be sufficient incentive to
convert provided that mechanisms such as partiad
converson, return to PEC at sunset, etc., are available.

The RTO should encourage trading in unused rights
from unconverted PECs by, for example, alowing
availability of such rightsto be posted on the OASIS.
Patrick Maher (Avista)

Conversion should be voluntary. If the contract owner
isloosing revenue to the market he will want to convert.

Phil Mesa (BPA-T)

Costs of incentives to increase liquidity should be
shared among those wanting to gain such rights

Kieran Connolly (BPA-P)
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competitive generation market. Conversion should be
required and NO further sweetener offered to “incent”
conversion. See Attachment “Existing Contracts’

Ron Schellberg (IPC)

Who Pays?

Conversion process must reflect the non-converted use
of the system.

Shelly Richardson (NRU)

All transmission rights should be permitted to
“convert”. Exiging rights holders should not be the
deep pocketsto cover costs of “incentives’. Incentive
to convert will be enhanced if converted contract
permitted to revert to contract if “convergence’ model
“sunsets’.

Jim Toal (PacifiCorp)

The true vaue of an FTO as a hedge against CM codts
needs better definition, as does the trading of hub-to-
hub FTOs.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

It should require that RTO West define Exigting

Contracts as contracts executed prior to the first
Commission order approving the RTO West [ See, e.g.,

NMirhnioot | nAanandant Tr anemi ccoi nn Q ictam Minar atnr
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Inc., 84 FERC 161,231 (1998)] . In addition, it should be
required that parties to existing contracts negotiate in

good faith to convert existing contracts to the RTO

West Tariff, or require the PTOs to adopt a measured
approach to convert Exigting Contracts to the RTO West
Tariff [ See Order No. 2000 at 31,205; see also
GridFlorida, LLC, 94 FERC 61,363 at 62,337 (2001)
(approving GridFlorida’s proposal for transitioning
existing agreements to the GridFlorida OATT)] .

Ron Schellberg (1 PC)

Purchasers of the converted rights should pay.

B3. Load growth —How
will it be handled?

Ren Orans (BCH)

If the conversion includes future load growth, it will
increase the cost of serving converted FTO.

Steve Walton (Enron)

Locd load growth will be used to eat up “through
system” capacity.

Alan Davis

[no comments provided]

Ren Orans (BCH)

Load growth provison should have an ending dete.
Otherwise the contract holder would aways enjoy a cost
advantage over users without existing contracts.

Steve Walton (Enron)

Make consistent with Order No. 888 rights for increased
use of exiging system and honoring existing contracted
rights. All parties treated on the same bass for system

expangon.

Alan Davis
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Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

Current contracts contain the right to serve load growth,
athough j[hat is addressed differently for NT and PTP-
type services.

D. VanCoevering (UAMPS & PNCG)

Current contract will not be honored.

Mike Ryan (PGE)

[no comments provided]

Nancy Baker (PPC)

Load growth provisions of PECs must be honored.
Linc Wolverton (ICNU)

[no comments provided]

Terry Mundorf

DTN wiill roa it in lnee nf DEC rinhte far lnad Aarmaath

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

Current rights should not be diminished. The definition
of the bus-to-hub, hub-to-hub, and hub-to-bus segments
during the catal oguing process should reflect dl pre-
exiging rights to transmisson capacity to serve load
growth.

D. VanCoevering (UAMPS & PNCG)

Honor non-converted contracts.

Mike Ryan (PGE)

[no comments provided]

Nancy Baker (PPC)

[no comments provided]

Linc Wolverton (ICNU)
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under NT contracts.

Eric Christensen (SNOPUD)

[no comments provided]

Patrick Maher (Avista)

No specific concerns.

Phil Mesa (BPA-T)

The provison in the TOA to provide load growth up to
ATC will be very difficult to implement without a pure
physicd rights modd.

Kieran Connolly (BPA-P)

[no comments provided]

Shelly Richardson (NRU)

“Convergence model” does not provide for load growth
and thus doesn’'t honor transmission rights for load
sarvice (federal NT) through the term of exiging

contracts.

Jim Toal (PacifiCorp)

Follow the Stage 1 agreement.

Terry Mundorf

Load growth for NT customers should be
accommodated up to the capacity of the federal system
without additiond re-dispatch costs. If additiond re-

dispatch cogts are incurred to serve load growth, they
should be included in the company rate.

Eric Christensen (SNOPUD)

[no comments provided]

Patrick Maher (Avista)

[no comments provided]

Phil Mesa (BPA-T)

Annua adjustments should be included to dlow for load
growth (up to ATC) and change in POR/PODs as
alowed by the pre-exiging contract. Adjustments
should apply to “catdoged” rights aswell as
“cataloged” toolsfrom PTO to support TTC.

Kieran Connolly (BPA-P)

Cnr rnntrarnte that Al far lnad Armath tha ~atal anina
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PAC believesthisis either covered by the PEK (and so
will be honoured by RTOW) or implicit in RTOW'’s
backstop authority for expansion to cover load adequacy
(i.e. the PTO or other body must be granted additional
rights to serve the increased load concomitant with the
expansonitisobliged to provide). Thereisaquestion
about converted FTOs: do they expand?

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

Ability to retain excess rights under auspices of serving
native load growth should be limited to avoid
meanipulation by PTOs attempting to maintain
competitive advantage for its generation resources.

Ron Schellberg (I PC)

Load growth protected from congestion

process will have to alow for load growth updates.
Also meansthe PTOs may have to update “how” they
are meeting those obligations if there is not sufficient
ATC to cover it.

Shelly Richardson (NRU)

Load growth for NT must be covered up to federd ATC
without direct assgnment of additiona costs. To
capture the principle of “preserve contract rightsto

serve load” redispatch costs covered by company rate.

Jim Toal (PacifiCorp)

Load growth should be accommodated through the
Company Rate Period.

We need to address the linkage between TRs and load

growth expanson obligations, and how to ded with
converted FTOs, especidly those not traded.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

Provide limited window (3-5 years) for increasing FTOs

for load service, available only to entities not otherwise
required to participate in RTO.
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Ron Schellberg (1 PC)

New load must pay for congestion. If PTO provided
this protection to a customer, PTO must provide the
required redispatch thru the life of the contract.

B4. Schedules changes
after close of pre-
schedule (schedule
adjustment period);
how doesit work
with FTOs, non
converted rights?
(also listed under C)

Ren Orans (BCH)

The cost of schedule change, if feasible, should not be
borne by other users.

Steve Walton (Enron)

Must dlow parties to adjust for changesin the market.

Alan Davis

[no comments provided]
Wally Gibson (NWPPC)
[no comments provided]
Lon Peters (PGP)

[no comments provided]

Ren Orans (BCH)

If the change is possible, the party requesting the change
should pay for the cost of the change.

Steve Walton (Enron)

1) Allow schedule changes aslong asthey can be
physicdly executed — criticd to liquidity in
energy markets.

2) FTOssetle againgt usage. If a day-ahead
settlement use FTOs againgt Day-Ahead Prices,
but then let unused FTOs (vaue in excess of
cost) carry over to rea-time.

3) Non-converted rights honored, i.e., credit away
congestion charges up to the level of contract
rights.

Alan Davis

[no comments provided]
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D. VanCoevering (UAMPS & PNCG)

If the dead band is large enough this may not be a
problem, but contract may not be honored.

Mike Ryan (PGE)

| don't like the implication that the “schedule

adjustment period” is outside of the prescheduling
process. All SC's should be required to have “balanced
schedules’ at the close of the schedule adjustment
process.

Nancy Baker (PPC)

The RTO mugt ensure that existing rights may be
exercised. If changes occur after preschedule and prior
to delivery, those schedules must be honored to the
extent that rights permit the changes.

Linc Wolverton (ICNU)

[no comments provided]

Terry Mundorf

Congestion management should not result in diminution

of exigting rights to change preschedules for service to
native load.

Wally Gibson (NWPPC)
[no comments provided]
Lon Peters (PGP)

All non-converted rights to change schedules after close
of pre-schedule must be preserved and honored in the
cataloging process.

D. VanCoevering (UAMPS & PNCG)
Honor non-converted contracts
Mike Ryan (PGE)

SC's should be given a short time to readjust their
balanced schedules (with revised “limit prices’) before
the RTO reandyzes dl the schedules. (Thisreandysis
shouldn’t affect the costs assigned to SC's “ balanced”
prior to this; the changes in congestion costs should be
borne by those who are rebadancing.) If the RTO must
again rgect aportion of any baanced schedules, then
the unbaanced parties must submit athird (and fina)
set of balanced SC's— but thistime “limit prices’ are
not dlowed. Theimportant thing hereisto have
balanced schedules at the close of preschedule!
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Eric Christensen (SNOPUD)

Congestion management should not result in diminution
of exigting rights to change preschedules for service to
native load, to nominate dternative PODs and PORS,
etc.

Patrick Maher (Avista)

No specific concerns.

Phil Mesa (BPA-T)

Allowance for schedule changes must balance the
RTO's need for operationd certainty/security and the
preservetion of pre-exiding rightsto flexibility.
Kieran Connolly (BPA-P)

Needs further development

Shelly Richardson (NRU)

“Convergence’ model locksin capacity available for
load service at preschedule (24 hours before real-time) —

thereafter the load serving entity faces 100% of the
congestion clearing cost between preschedule and redl-

tima Thicic adimini tinn nf A irront contract hnl dard

Nancy Baker (PPC)

Post- preschedul e schedule changes should be alowed
without the assessment of congestion feesiif they are
necessitated by:

1) forced outages (transmission or generation);

2) non-power congtraints; or

3) forecadting error.
A properly designed, modest dead band could be
acceptable to mitigate the impact of other unforeseen
events.

Linc Wolverton (ICNU)

The RTO should make a judgment based on anayses of
how much capacity it can reasonable sdll for short-,
medium- and long term. Once sold and the revenue
credited to rate payers, those contracts should be
honored. Changes after pre-schedule per contract
provisons should be permitted and the costs of making
good on those contracts should be uplifted to the same
account to which revenues are credited.

Terry Mundorf

Changes to schedules after preschedule should include
changes for operating congtraints, forced outages,
forecast error for native load, with a modest deadband to
cover unforeseen events.
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rights.

Jim Toal (PacifiCorp)

Thiswill be covered by the scheduling protocol. But
SCswill be ligble for the CM costs incurred for
schedule changes outside of some tolerance (not the
deadband).

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

Schedule Changes under this proposal give a superior
flexibility right to TOs to change schedules by dlowing
an extra bandwidth of flexibility.

Ron Schellberg (I PC)

Cost of schedule changes should be transfer to other
USers.

Eric Christensen (SNOPUD)

Changes to schedules after preschedule should include
changes for operating congtraints, forced outages,
forecast error for native load, and a deadband to cover
unforeseen events.

Patrick Maher (Avista)

[no comments provided]

Phil Mesa (BPA-T)

All schedules should be dlowed to make changes up to
a“lock-down” period for good cause (not discretionary
changes). Discretionary changes should be alowed
only if congestion is not worsened or within alimited
“deadband” (applicable to “catdogued” rights only

unlessthe RTO specificdly sdlsthat “feature’ for use
on alW schedule))

Kieran Connolly (BPA-P)
Needs further development

Shelly Richardson (NRU)

Channoe tn nrocrhodi lae Ainia tn lnad farcrack channoe
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non-power congraints, forced outages &/0
unanticipated RTO errors should be dlowed for
transmission service to loads under existing contracts;
any costs associated with same (e.g., redispatch costs)
should be spread among al schedules.

Jim Toal (PacifiCorp)

The deadband for schedule changes (for Catal ogued
TRs only) needs to be defined. Schedule changes
outside the deadband and schedule changes for FTOs
and RTSswill face thefull cogt of any additional
congestion (or curtaillment).

Tom Foley
[no comments provided]
Tom Delaney & Phil Muller

TOs should get “get out of jal” congestion credits as
offered in the CMCG option 9. Comparability of
incumbents to non-incumbents should be the god. We
must ALL have the same ability, terms, conditions and
rules of changing schedules.

Asmentioned in “B2" above, contracts should be
converted. Those that truly cannot be converted will

haawritton viorifiahla nnaratinnal riiloe and a thiort tn
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ADR which shdl conform to the terms of that contract.
Ron Schellberg (1PC)

Changes should be alowed provided there is no impact
on congestion. Where thereis aincrease in congestion,
parties making the change should bear the cogts of the
increased congestion

B5. Cataoging and
converson —
(defining rules,
mechanism); Is
partid converson
permitted?

Ren Orans (BCH)

Partid converson isnot agood idea because the
exiging contract holder can cream skim the conversion
Process.

Steve Walton (Enron)

Cherry picking will increase the risk of under collection
of congestion cogts.

Alan Davis
[no comments provided]
Wally Gibson (NWPPC)

[no comments provided]

Ren Orans (BCH)

It should be al or nothing on conversion and al exigting
contracts between PTOs should be suspended.

Steve Walton (Enron)

Individual contracts can be converted, contract by
contract, but “Load Service Obligation” or network
sarvice (the pooled obligations) ought to be either done
or not done not haf-way in and half-way out.

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]
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Lon Peters (PGP)

Converson from physical to financid rights should be
permitted in both the MW and time dimensions.

D. VanCoevering (UAMPS & PNCG)
Catdoging may not indude al exiging rights
Mike Ryan (PGE)

Rightsholders should not be harmed by rules dlowing
partid converson.

Nancy Baker (PPC)

Partid converson should be dlowed in order to
enhance liquidity.

Linc Wolverton (ICNU)
[no comments provided]
Terry Mundorf

Liquidity needs to be obtained without abrogating rights
under PECs.

Eric Christensen (SNOPUD)

Lon Peters (PGP)

The minimum amount of any such conversion should be
1 MW, consigtent with the scheduling rules. The
minimum duration of any such converson should be
oneday; the maximum duration should be the life of
the pre-exiging contract. These minimum criteriaare
necessary to support the evolution of liquid marketsin
converted hub-to-hub rights.

D. VanCoevering (UAMPS & PNCG)
Honor non-converted contracts
Mike Ryan (PGE)

Partid converson must enable the rights holder to retain
the full sum vaue of therights, converted and
uncorverted.

Nancy Baker (PPC)

All pre-exigting rights should be catdogued. This
cataloguing process should be used as the basis for
converson S0 that the rules used do not disadvantage
those who choose to either not convert or to convert
later in the process.
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Liquidity cannot be created at the expense of holders of
rights under PECs.

Requiring alimited st of feasible digpatches for
converson will sgnificantly erode the vaue of PTP
contracts.

Patrick Maher (Avista)
Partid conversion should not be permitted.
Phil Mesa (BPA-T)

A) Cadoging rules need to have sufficient clarity so
that al contracts are treated on the same footing.

B) Overdl partid converson will add to liquidity
(good) and should be encouraged however the
partid converson must not result in “overuse’” of
cataogued rights (sum of the parts must not exceed
the whale).

C) Weneed to be clear asto thelega congtruct of
“cataoged” contracts (is service assgned to the
RTO?).

Kieran Connolly (BPA-P)

Partid conversion should be encouraged, and should be

fairlvi coas far DTD \Ala nood tn havion s carafi il wiith

Linc Wolverton (ICNU)

There should be neither diminution nor enhancement of
contracts through the cataloguing and conversion
process.

Terry Mundorf

Partid converson (both in time and in amount) should
be permitted to foster liquidity and to discourage
hoarding.

Eric Christensen (SNOPUD)

See answersto A-2, A-3, A-5 and A-6, above.
Conversion of PTP contracts should be based upon
stated Contract Demands for each POD and POR, not
on feasble digpatch.

Patrick Maher (Avista)

Cataloguing and the issues of who takes risk will be
complicated enough. Partid conversonswould just
make a complicated process more complicated.

Phil Mesa (BPA-T)
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partid converson of Network and other flexible
contracts so we aren't creating “new” rights and
shorting the rights. The former cresates a ssampede to
conversion that resultsin an overdlocation problem, the
latter is a barrier to conversion

Shelly Richardson (NRU)
THESE ARE SEPARATE ISSUES.

B5a. Cataloging and conversion —(defining rules,
mechaniam);

a) Congestion modd cannot diminish transmisson
rights necessary to serve load, converted or non
converted contracts treated equitably.

B5b. Ispartid converson permitted?

b) Partia conversion should be permitted.

Jim Toal (PacifiCorp)

We support partia conversion of PEKs as being
conggtent with the principle of voluntary conversion.
One concern to be addressed would be the risk of

increased residua congestion cost faced by PEK
holders.

congstently and should be based on the principle of
exiding rights should not be diminished nor
enhanced as aresult of the cataloging process.

B) Rulesfor partia conversons should alow tota
converson for alimited period of time (in 6 month
blocks) or partid converson for limited periods so
long as the sum of the parts do not exceed the
whole.

Kieran Connolly (BPA-P)

Need to assess the volume of “low hanging fruit” for
conversion (diversty ATC offered by the RTO and PTP
contracts).

Shelly Richardson (NRU)

a) Cataloging accounts for injections and withdrawals
for dl transmisson rights (PECs, LSOs, PNCA, tresty,
efc.) whether converted or not; exigting flexibility
preserved whether contract converted or not.

b) Partid converson may be ether temporal or

capacity limited.
Jim Toal (PacifiCorp)

The rulesfor catdoguing and converting rights will
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Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

See Attachment “ Existing Contracts’

6 month feasible dispatch revison is unacceptable tool
for market manipulation

Ron Schellberg (IPC)

Would partia converson change theway or rights are
used?

we have enough time (before the Filing deadline) for a
‘trid run’ to see what the complete outcomeis.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

Asmentioned in “B2" above, contracts should be
converted. Those that truly cannot be converted will
have written, verifiable operationd rules, and subject to
ADR which shdl conform to the terms of that contract.
Ron Schellberg (1 PC)

Not sure yet that a partid conversion can be permitted

B6. Ovesdling/
making adequate
transfer cgpability
available to honor
exiging rights/ LSO

Ren Orans (BCH)

The PTO oversold transmission now enjoys the revenue.
It should a0 be responsible for the cost of serving the
extraFTO.

Steve Walton (Enron)

Shift of costs from customers of one PTO to dl usarsin
the uplift.

Ren Orans (BCH)

Bill the PTO for the cost of serving the extra FTO.
Alternatively, the PTO can buy the extra FTO from the
contract holders.

Steve Walton (Enron)

Posshility: After rights are catd oged, Smultaneous
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Alan Davis

[no comments provided]
Wally Gibson (NWPPC)
[no comments provided]
Lon Peters (PGP)

There appear to be several issues here, which should be
broken apart and clearly articulated.

D. VanCoevering (UAMPS & PNCG)

Some paths may be oversold
Lights go out because of exports

Mike Ryan (PGE)

Again, rightsholders should be able to retain the fulll
vaue of ther rights throughout this process — their
position should not be worsened.

Nancy Baker (PPC)

Over dlocation of the systern must not increase the

rncte allnratod tn DECe Tha rids and ~rncte miict ha

honored by RTO if no uplift. Difference between tota
right and supportable right used in settlement, with
customer getting full credit, but part of credit arises by
billing the origind party for the oversold component.
Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

[no comments provided]

D. VanCoevering (UAMPS & PNCG)

Over-sdler responsible for cost

Exports that use the system for free should be cut before
the lights go out

Mike Ryan (PGE)

[no comments provided]

Nancy Baker (PPC)
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borne by the parties that purchase those FTOs and
receive the benefit.

Linc Wolverton (ICNU)

[no comments provided]

Terry Mundorf

[no comments provided]

Eric Christensen (SNOPUD)

See second answer in A-2 above.

Patrick Maher (Avista)

No specific concerns.

Phil Mesa (BPA-T)

A) PTOs should be held to the Stage 1 agreement as
described in the TOA.

B) Theissue of oversdling will be problematic unless
PTOs clearly define what “tools’ they will turn over
to the RTO to make good on TTC.

Kieran Connolly (BPA-P)

The RTO will sdl FTOson aday-to-day basis. Itis
expected that they will make forecasting errors and
potentidly oversdl the system. To the extent thet thisis
arare occurrence — the cost incurred will be offset by
FTO revenues. If the RTO is not recovering the costs
through revenues, or if the RTO isregularly oversdling
the system it must reevaluate its risk/forecasting
parameters.

Linc Wolverton (ICNU)

See B4.

Terry Mundorf

[no comments provided]

Eric Christensen (SNOPUD)

RTO should have well-defined guiddines and risk
management mechanismsto limit thisrisk. Seedso
second answer to A-2, above.

Patrick Maher (Avista)

[no comments provided]

Phil Mesa (BPA-T)
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[no comments provided]
Shelly Richardson (NRU)

“Convergence’ model presently does not account for
the RTO “oversdling” transmisson capacity; if same
occurs to detriment of existing load service obligation,
thisisadiminution of current contract holders rights.

Jim Toal (PacifiCorp)

The ‘oversdling’ problemislinked to the long-term
commitments PTOs are making under the Pricing
model. However PAC is concerned at the glib
assumption that those PTOs responsible for overselling
can readily be identified and their ligbility (for ongoing
congestion costs) quantified and memoridised in the
Pricing modd or the Rights Catal ogue.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

Utilities oversdling their system should not be

socidized and LSO should be limited to asingle
feasible digpatch of FTOs or hedges.

A) Assuming that “oversdling” can be shown, PTOs
should provide tools comparable to those used by
the PTO today to address oversdlling.

B) PTOsshould provide a“catalog” of resources that
the RTO will have accessto maintan TTC (eg.
Phase Shifters, redigpatch services, etc.)

Kieran Connolly (BPA-P)

[no comments provided]

Shelly Richardson (NRU)

See A.7, B.3 and B.4 among others.

Jim Toal (PacifiCorp)

Document and define what condtitutes oversdling, and

quantify PTOs due lidbility for this. Thisneedsto be

done both for Catalogued TRs and for FTOs trandated
from PEKSs.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller
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Ron Schellberg (IPC) Asit was agreed to in previous CMCG Options offered,
to the extent that there is over dlocation of system
capacity redigpatch cost must be alocated to the TO [or
culprit] that sold such services,

Ron Schellberg (1PC)

C. Scheduling and System Operation

C1. Day-ahead Ren Orans (BCH) Ren Orans (BCH)
scheduling process
How the congestion cost quote is determined is To fadlitate trading, a continuous posting and
important. |sthe quote the end of period quote? Or is Settlement processis more useful.

the quote posted and settled continuoudy?
Steve Walton (Enron)

Steve Walton (Enron)

Something like:
Smplicity and darity 1) Day ahead schedulesreceived by X hrs
including both bids and offers for incrementd
Alan Davis energy supply or capecity cals (available for
added reserves)
[no comments provided] 2) Schedules checked for feashility. If calls
necessary to meet reservelfeagbility RTO
Wally Gibson (NWPPC) executes. Limit price transactions dropped in
process before acquiring energy supply or
[no comments provided] capacity calsto meet re-dispaich.

3) Schedules verified.
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Lon Peters (PGP)

[no comments provided]

D. VanCoevering (UAMPS & PNCG)
May be too complex

Mike Ryan (PGE)

[no comments provided]

Nancy Baker (PPC)

[no comments provided]

Linc Wolverton (ICNU)

[no comments provided]

Terry Mundorf

[no comments provided]

Eric Christensen (SNOPUD)
[no comments provided]

Patrick Maher (Avista)

4) Check made between load in “baanced
schedules” and the forecasted tota load.
Acquire added capacity calsto cover load from
hour to hour, with cost of such calsto be
charged to partieswho are short as the cost of
reserve shortfdlsin red timeif they faled to
forecast load correctly. (The RTO'sforecagting
error and minimization of such cal cogts can be
ameasure of the efficiency)

5) Added schedules accepted until the cut off to
redl time when they are physcaly executable.

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

[no comments provided]

D. VanCoevering (UAMPS & PNCG)

Make smple enough for mere mortas. The more

complex, the less transparent and greater the risk of
market falure.
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No specific concerns.

Phil Mesa (BPA-T)

We need to be clear on who does what and when.
Kieran Connolly (BPA-P)

[no comments provided]

Shelly Richardson (NRU)

[no comments provided]

Jim Toal (PacifiCorp)

Vitd that we develop workable, effective processes that
do not overburden traders and SCs.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller
See A3, and B4.

Ron Schellberg (1PC)

Mike Ryan (PGE)

[no comments provided]
Nancy Baker (PPC)

[no comments provided]
Linc Wolverton (ICNU)
No specific concerns.
Terry Mundorf

[no comments provided]
Eric Christensen (SNOPUD)
[no comments provided]
Patrick Maher (Avista)
[no comments provided]
Phil Mesa (BPA-T)

Detalls should include roles and respongbilities of the
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[no comments provided]

schedule, the Scheduling Coordinator, and the RTO.
Kieran Connolly (BPA-P)

Need to have some kind of iteration for Congestion that
alows the redispatch for PTO commitments to clear
separately and before redispaich for RTO markets.
Shelly Richardson (NRU)

[no comments provided]

Jim Toal (PacifiCorp)

[no comments provided]

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

See A3, and B4.

Ron Schellberg (1PC)

[no comments provided]
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C2. Losses—indudedin
balanced scheduled?

Ren Orans (BCH)

A user can sdf-provide losses.

Steve Walton (Enron)

Complexity of loss modd trade-off against accuracy.
Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

A proposed approach for treatment of lossesis required
fird.

D. VanCoevering (UAMPS & PNCG)
[no comments provided]
Mike Ryan (PGE)

[no comments provided]

Ren Orans (BCH)

The RTO should alow sdf-provison of lineloss. A

user can aso buy lineloss (i.e, red time energy) from
the RTO.

Steve Walton (Enron)

Use azond loss modd suggested in Phase 1 to measure
losses with respect to standard busin on and off pesk
periods. Using the published set of lossfactors, dlow
parties to schedule losses or to buy them in the energy
balancing market. Pre-schedule losses used at redl-time
settlement in balancing market.

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

L osses could be either purchased or returned.

D. VanCoevering (UAMPS & PNCG)
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Nancy Baker (PPC)

[no comments provided]

Linc Wolverton (ICNU)

[no comments provided]

Terry Mundorf

[no comments provided]

Eric Christensen (SNOPUD)

[no comments provided]

Patrick Maher (Avista)

Everyone using the system should pay for losses. If
there is overpayment from tota system values then the
“rate” could be adjusted down.

Phil Mesa (BPA-T)

Yes

Kieran Connolly (BPA-P)

Donardlace nf mathndnlam s anAd erhorll ilina nracticra

[no comments provided]

Mike Ryan (PGE)

Drop theseissues until later! But if we can't, then an
after-the-fact assessment using hub (zond) baancing
energy prices seems reasonable to me.

Nancy Baker (PPC)

[no comments provided]

Linc Wolverton (ICNU)

Provision for losses should be included as part of a
balanced schedule. Loss replacement likely must be
done on a flow-path basis.

Terry Mundorf

[no comments provided]

Eric Christensen (SNOPUD)

[no comments provided]

Patrick Maher (Avista)
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must be able to protect oneself from the cost of losses
Shelly Richardson (NRU)

[no comments provided]

Jim Toal (PacifiCorp)

Overlooked too long in CMCG. We have to address this
—a least @ principle levd - for the Fling.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

L osses should be included in balanced schedules.
Ron Schellberg (I PC)

Can these be sdlf-supplied?

Factor” distance rate.

Phil Mesa (BPA-T)

[no comments provided]
Kieran Connolly (BPA-P)

Sdf Provison must be dlowed and the RTO must make
loss factors available (not Ex Post |oss factors)

Shelly Richardson (NRU)
[no comments provided]
Jim Toal (PacifiCorp)

We need to develop applicable principle, and ensure
that it fits in with the Converged Mode for CM

Tom Foley
[no comments provided]
Tom Delaney & Phil Muller

Smply put, schedules can include schedule/ddivered
losses of Scheduling Coordinators shoud have the
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furnish losses and send us a bill making losses financid.
Ron Schellberg (1PC)

Concurrently, Yes. Issue about where.

C3. Settlement
mechanics—
trangparency; are
those with rights thet
protect them from
congestion costs
billed and then
credited?

Ren Orans (BCH)

The settlement process should be transparent as
possible,

Steve Walton (Enron)

Failure of userswith exigting pooled or unconverted
rights to recognized the value of congestion codts their
rights are covering.

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

[no comments provided]

Ren Orans (BCH)

The RTO bhills every user for their congestion cost
charges. Thosewith FTOs can get ahill credit.

Steve Walton (Enron)

Explicitly bill al congestion and then credit the rights to
produce net bill, smilar to acdl phone bill with long
distancerights. Transparency is aided because everyone
sees prices and their effects.

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)
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D. VanCoevering (UAMPS & PNCG)

May be too complex.

Mike Ryan (PGE)

[no comments provided]

Nancy Baker (PPC)

[no comments provided]

Linc Wolverton (ICNU)

[no comments provided]

Terry Mundorf

[no comments provided]

Eric Christensen (SNOPUD)

The new settlement processislikely to be more
complex than before, requiring a steep learning curve
for dl concerned.

Patrick Maher (Avista)

[no comments provided]

D. VanCoevering (UAMPS & PNCG)

Make smple enough for mere mortals. The more
complex, the less trangparent and greater the risk of
market fallure.

Mike Ryan (PGE)

Yes

Nancy Baker (PPC)

[no comments provided]

Linc Wolverton (ICNU)

[no comments provided]

Terry Mundorf

[no comments provided]

Eric Christensen (SNOPUD)

Utilize a consistent well-defined method/practice (e.g.,

BPA) and require RTO to educate/train/certify new
comers.
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No specific concerns.

Phil Mesa (BPA-T)

[no comments provided]

Kieran Connolly (BPA-P)

Don't careif it does't add to settlement complexity,
but have to balance workload with effectiveness. If
exiding LSE isthe SC for the grest mgjority of
Customer loads they won't see the RTO bill anyway
(they will see a L SE hill that trandates RTO charges).
Shelly Richardson (NRU)

[no comments provided]

Jim Toal (PacifiCorp)

How are schedules ‘ covered by’ FTOstreated in
settlements? This seemsto have been ignored in
Convergence Modd description.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

Patrick Maher (Avista)

[no comments provided]

Phil Mesa (BPA-T)

Y es, to provide price signals (even if they aren’t direct).
Kieran Connolly (BPA-P)

May get vdue smply by RTO posting the prices and
not bothering with a charge/credit.

Shelly Richardson (NRU)
[no comments provided]
Jim Toal (PacifiCorp)

This needs careful consderation, S0 as not to voilate the
principle of item A7

Tom Foley
[no comments provided]

Tom Delaney & Phil Muller
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Comparability should require that we al be trested
exactly the same

Ron Schellberg (IPC)

Thisissue needs significant work. RTO West does not
have aworkable congestion model until it can describe
how the congestion is Identified, Dispatched, and
Settled with those responsible for the incurred

Everyone should be treated the same. To not do so
would create a two-tier credit worthiness burden.

Ron Schellberg (1PC)

Two pass redigpatch, LSO/FTO First then others
Firg redigpatch allocated to parties based upon pre-
exigting contract, PTO or Uplift

Second redispatch allocated based upon XXX price.
Settlement needs to have price sgnd that

congestion. load/generation can respond to
C4. Granulaity - busto See above See above
bus? Nodes? (also
listed under A)
C5. Schedules changes See above See above
after close of pre-
schedule (schedule Tom Delaney & Phil Muller
adjustment period),
how does it work Some kind of redispatch option to cover potentia over-
with FTOs, non scheduled position may be appropriate. Other schedule
converted rights? changes rdlated to FTOs that cause congestion could be

(also listed under B)

“pre-announced”’ to avoid potentia imbalance pendties
—would gtill be subject to real time prices.

(@~
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Ren Orans (BCH)

Ren Orans (BCH)
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Day) Service

Once accepted and confirmed, the RTO should smply
implement the transactions. To be sure, the RTO may
have to charge each transaction for reserve capacities
(unless they have been sdf-provided) and red time
energy if actudly used.

Steve Walton (Enron)

Parties must be dlowed to adjust to changesin the
market.

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

[no comments provided]

D. VanCoevering (UAMPS & PNCG)
[no comments provided]

Mike Ryan (PGE)

The AS market has not been developed. Thiswill take
sometime, unlessthe RTO West isgoing to use the AS
market mechanism adopted by the CA 1SO and
WestConnect.

Steve Walton (Enron)

Allow schedule changes as long as they can be
physicaly executed — critica to liquidity in energy
markets.

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

[no comments provided]

D. VanCoevering (UAMPS & PNCG)

[no comments provided]

Mike Ryan (PGE)
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[no comments provided]
Nancy Baker (PPC)

[no comments provided]
Linc Wolverton (ICNU)
[no comments provided]
Terry Mundorf

[no comments provided]
Eric Christensen (SNOPUD)
[no comments provided]
Patrick Maher (Avista)
No specific concerns.

Phil Mesa (BPA-T)

[no comments provided]

Kieran Connolly (BPA-P)

[no comments provided]
Nancy Baker (PPC)

[no comments provided]
Linc Wolverton (ICNU)
[no comments provided]
Terry Mundorf

[no comments provided]
Eric Christensen (SNOPUD)
[no comments provided]
Patrick Maher (Avista)
[no comments provided]
Phil Mesa (BPA-T)

[no comments provided]

Kieran Connolly (BPA-P)
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Needs further development
Shelly Richardson (NRU)
[no comments provided]

Jim Toal (PacifiCorp)

[no comments provided]

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller
SEEC1

Ron Schellberg (1PC)

[no comments provided]

Needs further development
Shelly Richardson (NRU)
[no comments provided]

Jim Toal (PacifiCorp)

[no comments provided]

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller
SEEC1

Ron Schellberg (1PC)

[no comments provided]

C7. A/IS& I0S;
Bdancing energy
(also listed under A)

See above

See above

C8. Contingencies and
curtalment

Ren Orans (BCH)

Ren Orans (BCH)
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The RTO should have authority to curtal in the case of
emergency (as defined by the exigting engineering
standards).

Steve Walton (Enron)

Curtailments should only occur when the physica
system cannot accommodate service.

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

[no comments provided]

D. VanCoevering (UAMPS & PNCG)
[no comments provided]

Mike Ryan (PGE)

[no comments provided]

Since mog, if not dl, transactions are pre-scheduled
with, accepted and confirmed by the RTO, the RTO has
little basis to curtail one transaction before another.
Possible ways to ded with this (8) pro rata curtallment;
or (b) RTO sdling curtailment insurance.

Steve Walton (Enron)

[no comments provided]

Alan Davis

[no comments provided]

Wally Gibson (NWPPC)

[no comments provided]

Lon Peters (PGP)

[no comments provided]

D. VanCoevering (UAMPS & PNCG)

[no comments provided]

Mike Ryan (PGE)
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Nancy Baker (PPC)

PECs covered to the extent expressed in their contracts,
tariff or PTO current business practices.

Linc Wolverton (ICNU)

[no comments provided]

Terry Mundorf

[no comments provided]

Eric Christensen (SNOPUD)

Exiging rights to firm service must be honored.

Patrick Maher (Avista)

No specific concerns.

Phil Mesa (BPA-T)

Isthere ahierarchy for curtailment and is it gppropriate?

Kieran Connolly (BPA-P)

[no comments provided]
Nancy Baker (PPC)

PEC rights must be catalogued and honored with respect
to curtallment rights.

Linc Wolverton (ICNU)

[no comments provided]

Terry Mundorf

[no comments provided]

Eric Christensen (SNOPUD)

Curtailment priority should be: (1) schedules uncovered
by FTOs, in reversed order received; (2) FTOs; (3)
rightsfrom PECs.

Patrick Maher (Avista)

[no comments provided]

Phil Mesa (BPA-T)

Nwrtaillmmnt dhanilAd ha AAana in tha fAllAanina ArdA- 1)
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To the extent FTOs are not subject to curtailment how
do you keep from inflating the set of rights apre-
exiging contract holder gets?

Shelly Richardson (NRU)

[no comments provided]

Jim Toal (PacifiCorp)

Long lead time from DA schedule lockdown to redl-
time leaves scope for load surges, unit failures, etc.

Tom Foley

[no comments provided]

Tom Delaney & Phil Muller

No priority of servicesin FTO holders and

netschedul es/counterschedul es should be considered a
firm sarvice if scheduled/offered as “obligations’

Ron Schellberg (IPC)

[no comments provided]

IW schedules that were dtered after preschedule, 2) IW
schedules not dtered, 3) “catalogued” schedules that
were altered after preschedule, and findly 4)
“catalogued” schedules not altered.

Kieran Connolly (BPA-P)

Need to figure out how exigting curtailment practices
are reflected in Catalog and subsequent conversion

Shelly Richardson (NRU)

[no comments provided]

Jim Toal (PacifiCorp)

Much of thework on FTR term sheet is gpplicable. But
we have to consider what opportunity SCs have to
revise their scheduled position post-contingency. What
added costs will they face in consequence, and how
large does deadband or tolerance have to be to assist?
Tom Foley

[no comments provided]

Tom Delaney & Phil Muller
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Load Service Obligations, Holders of FTOs and those
using net schedules or Counter schedules should be
treated asfirm service. In fact, counter schedules or net
schedules create capacity and in many indances are a
firmer serve then most

See attachment A.
Ron Schellberg (1PC)

[no comments provided]

From Linc Wolverton (ICNU):
Spokane — Seditle Example

Suppose a seller seeksa 100 MW injection / withdrawal right from Spokane to Seettle and is willing to pay for upgrades
necessary to eiminate congestion for that path. Suppose further that, per a flow-path study, the necessary enhancement ison aline
going between Cdlilo and Portland. What does the seller get for his $X million in upgrade payments? There are two principa
choices.

1. FTOrightson aCdilo to Portland line for the life of the upgrade.

2. FTOrights for some, undetermined time for an injection in Spokane and a withdrawd in Sesttle.

Is Number 2 at dl workable?
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Attachment A

Market participants should be allowed to create and realize the value of “counterflows”

that they place on the grid.

Utilities currently netschedule and create counter-flows to create capacity and benefit from
diversity on the system. In an RTO environment, anyone that can create counter-schedules or
net schedules on their own should be allowed the right to the value of such transactions. To do
this the RTO must create a mechanism that allows counter-schedules to be created and honored.
The underlining flows of the system can be captured in Flow Distribution Factors to create
counter-flows.

Flowgate capacity should be allowed and even encouraged by market participants who net
schedules and create counterflows. Furthermore, participants should be allowed to sell rights to
the capacity they create. Since counterflows effectively increase the capacity of the constrained
system, physical capacity and flowgate capacities would remain aligned. By committing® to
schedule an injection and withdrawal pair that will create a set of counterflows, an entity will be
able to offer the capacity and thus FTOs made available to other market participants. Revenue
from the sale of rights created by such counterflows motivates participants to redispatch
generation to mitigate congestion, much as a system operator would do in a traditional
congestion management system. In effect, counterflows are creating extra capacity that would not
exist otherwise, so participants should be allowed FTO’s br this added value that they bring to
the grid.

The example illustrated below assumes that the direction of flowgate B is reversed, creating a
counterflow from location 5 to location 11. In this case, the price of moving power from location 5
to location 11 is actually negative. This transaction has the overall effect of mitigating congestion
in the network, so it the parties to the transaction earn rights to Flowgate B, which they can use
themselves or sell in the open market, as they choose.

(@ FlowgateB

Flowgate A
(10% x $10)

Total Transmission Cost5->11=.1x$10+ .2 x -$20=%$-3

! Commitment means that the entity receiving the right produced by the counter-flow would be responsible for real
time congestion costs if the counter-flow does not appear.
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Attachment B

Why Self-Tracking is unacceptable

The concept of a “self-tracking system” that would permit their existing Control Area Operator
(“CAOs”) to continue to act as CAOs, while allowing those CAOs to remain market participants.
We believes that such “self-tracking” may be problematical and will be rejected by the
Commission based on past decisions. Self-tracking systems never have an energy imbalance
which is anti-competitive. This issue permits a utility to self-supply everything in the balancing
market and has the effect of reducing this valuable market to a very small scale. While Order
2000 acknowledges that not all CAO functions need to be turned over to the RTO, the underlying
presumption is that the CAOs must be independent of market participants. Under a hierarchical
control structure, “existing control centers are not replaced, but continue to operate, independent
from market participants, as satellite control centers reporting to the RTO master control center.”
(Order 2000, p.280). The current RTO West proposal does not meet this requirement.

“We conclude that control area operators should face the same costs and price signals as other
transmission customers and, therefore, also should be required to clear system imbalances through
a real-time balancing market. We believe that providing options for clearing imbalances that differ
among customers would be unduly discriminatory.” (Order 2000, p.425)

There is further precedent with regard to this issue. The FERC stated in its order to the Midwest
ISO that:

Unequal access to balancing options for individual customers can lead to unequal access in the
quality of transmission service available to different customers. This could be a significant problem
for RTOs that serve some customers who operate control areas and other customers who do not.
Under current NERC regulations, control area operators have access to inadvertent energy accounts
so they can pay back imbalances in kind and thereby avoid any penalties. In contrast, non-control
area transmission customers do not have access to such accounts. Instead, under the pro forma
tariff, load-serving entities are subject to a deadband and then penalties if the magnitude of their
imbalances falls outside the deadband. Our concern, as we stated in our Midwest ISO order, is that
"nondiscriminatory access would suffer* under such a system. 2 Therefore, the Commission
proposes to require that RTOs operate a real-time balancing market that would be available to all
transmission customers, or ensure that this task is performed by another entity not affiliated with
market participants. 3

The FERC has spoken in plain English on this issue, and there can be NO denying the fact that
control areas must be reduced to entities that receive the secure operative plan from the RTO
and only operate the system in case of emergencies. For RTO West to meet its objectives, the
roles of the CAOs must be redefined in a properly proscribed hierarchical structure. If control
areas need more generation to balancing loads and resources in real-time, then control areas
should call upon RTO West to provide the correct generators to the control areas for ancillary
services needed in real-time, and not the other way around.

? Midwest 1SO, 84 FERC at 62,155,
® FERC has already approved such markets for four 1SOs. See, e.d., PIM Interconnection, L.L.C., Order Accepting In Part and

Rejecting In Part Proposed Revisions To Rate Schedules, September 16, 1998 and New England Power Pool, "Order
Conditionally Accepting Market Rules and Conditionally Approving Market Based Rates, 85 FERC 161,379 (1998). These
markets generally allow all transmission customersto settle their imbalances at real time energy market prices.
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On the other hand, it does make sense to endorse some fundamental principles that should guide
the proposed implementation of a “self-tracking” concept:

1. A self-tracking proposal must be competitively neutral, creating no advantages for incumbent
self-trackers over non-incumbent self-trackers.

2. A self-tracking proposal must not give the self-tracking SC any data (real-time or otherwise)
from another SC

3. A self-tracking proposal that relies on the use of grid-level boundary meters (rather than

customer-level meters) must require that those meters are installed and paid for by the self-

tracking SC; they cannot be charged to the transmission ratebase

A self-tracking proposal must allow self-tracking to be equally available to all SCs.

. A self-tracking SC must not be given preferential access to transmission data or competitors’

resource data.

6. Non-self-tracking SCs should be completely oblivious to whether or not another SC has
chosen to self-track. A self-tracking SC should impose no burdens on its competitors. The
non-self-tracking SC should schedule, meter and settle as if the self-tracking SC did not exist,
and should be responsible for operating and for balancing its loads and resources as if the
self-tracking SC did not exist.

7. A non-self-tracking SC should not be required to have any business relationship whatsoever
with its competitor, the self-tracking SC.

o



